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Corporate  social  responsibility  is  a  relatively  recent 

expression  of  an  older  theoretical  discussion  on  the  roles 

the  business  corporation  and  corporate  leaders  have  in 

society.   My  approach  to  this  problem  uses  evolutionary 

epistemology  to  interpret  the  history  and  evolution  of  the 

corporation  in  the  United  States.   It  uses  the  Darwinian 

concept  of  natural  selection  as  a  heuristic  tool.   The 

corporation  has  a  specific  history  and  evolutionary 

development.   It  was  selected  by  environmental  resources  as 

well  as  by  certain  cultural  and  social  values.   The 

interplay  of  social  values  and  corporate  development,  the 

intersection  of  values  across  organizational  lines,  and  the 

role  of  corporate  leaders  in  society  are  empirical  questions 

for  research  and  concerns  for  macro  level  theory. 
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The  first  two  chapters  present  the  history  of  the 
corporation  in  America  and  the  ways  that  corporate 
responsibility  have  been  discussed.   Chapter  3  presents  more 
recent  studies,  investigation,  and  theoretical  positions 
regarding  business'  role  in  society.   Chapter  4  explains  my 
approach  to  the  problem  and  my  research  design.   I  undertook 
an  exploratory  research  project,  postulating  that  the  course 
of  evolutionary  development  of  the  corporation  is  selected 
for,  at  least  in  part,  by  the  intersection  of  values  across 
organizational  lines.   Either  the  profit-maximizing  ethic  of 
the  marketplace  or  a  broader  hvimanitarian  ethic  that  is  the 
underpinning  of  civil  society  will  influence  that  evolution. 
To  test  the  hypothesis,  three  case  studies  were  investigated 
and  from  them  appropriate  variables  were  generated  and 
tested  in  a  survey  of  110  prominent  Florida  CEOs.   The 
results  suggested  that  an  evolutionary  synthesis  of 
corporation  development  deserves  further  study. 


XX 


INTRODUCTION 

Any  serious  investigation  into  the  nature  of  corporate 
social  responsibility  must  account  for  the  two  predicates 
under  question,  that  is,  the  nature  of  the  corporation  and 
the  nature  of  social  responsibility.    Some  would  advocate 
that  the  joining  of  the  two,  "corporate  social  responsi- 
bility," amounts  to  a  pernicious  contradiction. 

This  research  explores  the  nature  of  both  concepts.   In 
the  first  chapter,  I  discuss  the  history  of  the  business 
corporation  in  the  United  States.   In  so  doing,  I  argue  for 
an  interpretive  framework  that  is  evolutionary;  that  is,  I 
take  the  Darwinian  concept  of  biological  evolution  as  an 
analogy  for  understanding  the  development  of  the  corpor- 
ation.  I  argue  that  social  and  cultural  forces,  not  only 
infrastructural  resources,  accounted  for  the  rise  in 
prominence  of  the  corporation. 

In  following  chapters,  I  explore  the  history  of  the 
conflicts  and  debates  on  the  social  responsibility  of 
business.   I  argue  that  the  social  role  is  not  adequately 
understood  because  the  terms  of  the  debate  have  been  set  too 
narrowly.   Research  done  on  corporate  social  responsibility 
is  inadequate.    Most  research  has  stayed  at  the  level  of 
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statistical  analysis  of  financial  statements  and  avoided 
dealing  with  some  of  the  most  significant  features,  the 
human  actors  and  social  forces.   This  reality  is  huge, 
complex  and  dyneunic . 

In  the  body  of  the  presentation  I  put  forth  my  approach 
to  this  problem  and  my  research.   It  is  an  evolutionary 
approach  that  argues  that  three  possible  avenues  of 
development  are  discernible.   The  one  that  is  most  reliable 
needs  to  be  further  investigated.    I  go  on  to  present  my 
research  that  explored  the  three  avenues  of  evolutionary 
development.   I  conducted  three  cases  studies  and  a  survey 
of  CEOs .   The  survey  instrument  grew  out  of  interviews 
carried  on  with  the  executives  in  the  cases  studies,  as  well 
as  from  interviews  with  executives  from  other  firms. 
Finally,  I  analyze  the  results  and  draw  conclusions. 

At  this  juncture  I  must  issue  a  word  of  caution  to  the 
reader  and  student  of  economic  anthropology  and  modern 
social  science.   I  have  chosen  what  I  am  calling  an  "evolu- 
tionary epistemology"  because  it  is  the  only  epistemology 
that  makes  sense  to  me.   I  have  deliberately  avoided  a 
Marxist  interpretation  for  three  reasons. 

My  first  reason  for  avoiding  Marxist  interpretations  is 
that  Marxist  theory  is  basically  a  vicious  circle  from  which 
there  is  no  exit.   I  am  aware  of  the  volumes  written  on 
dehumanization  and  exploitation  of  workers.   I  am  not 
unsympathetic  to  workers'  causes.   Quite  the  contrary.   I  am 
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driven  to  understand  the  forces  and  mechanisms  in  history 
and  society  that  account  for  social  institutions.   But 
Marxist  thought  does  not  allow  for  an  understanding  of  those 
mechanisms  nor  an  appreciation  of  social  processes. 

Second,  as  an  economic  system  or  market  system,  Marxism 
has  been  shown  to  be  totally  inadequate.   The  collapse  of 
the  Soviet  Union  and  the  renewal  in  Eastern  Europe  should  be 
evidence  of  that.   Perhaps  Marxism  itself,  and  not 
capitalism,  has  been  the  historical  aberration.   In  my 
research  I  have  traced  the  reality  of  private  property, 
accumulation,  and  private  entrepreneurship  very  far  back 
into  history.   It  is  sad  that  many  Marxist  social  theorists 
will  not  give  up  the  ghost  as  they  continue  to  define  and 
redefine  themselves  as  new  wave  Marxists .   But  perhaps  that 
is  understandable  in  the  context  of  my  third  objection. 

Namely,  my  most  visceral  reaction  to  Marxism  is  due  to 
the  theory's  most  cruel  irony.   Marxism  begins  with  a  moral 
imperative:  a  just  distribution  of  wealth.   That  cry  for 
justice  is  undoubtedly  the  clarion  call  for  many  social 
thinkers,  and  that  is  to  be  respected  and  admired.   However, 
as  both  a  social  system  and  a  social  theory  it  turns  out 
being  morally  bankrupt.   Marxist  polities  have  robbed 
individuals  and  groups  of  identity,  freedom,  and 
responsibility,  and,  to  my  way  of  thinking,  they  violate 
philosophical  and  psychological  principles  that  are 
essential  characteristics  of  Western  society.   This  thread 
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is  evident  in  Greek  philosophy  as  well  as  in  the  earliest 
thinkers  of  the  Christian  era — Polycarp,  Iraneus, 
Augustine — who  upheld  the  dignity  of  the  individual,  freedom 
to  choose,  and  freedom  to  think  and  to  act  responsibly. 

I  am  not  saying  that  contemporary  American  society  is 
exemplary  in  respecting  human  dignity  and  guaranteeing  the 
individual's  full  range  of  responsibilities  and  freedoms. 
My  ambition  in  undertaking  this  project  is  simply  to  try  to 
understand  a  social  phenomenon.   I  chose  an  evolutionary 
epistemology  because  it  has  helped  me  understand  the 
phenomenon.   I  did  not  set  out  to  prove,  once  and  for  all, 
that  corporations  are  corrupt  or  that  corporate  leaders  are 
deliberately  and  consciously  exploitative,  as  many  col- 
leagues thought  I  was  doing  or  encouraged  me  to  do.   Rather, 
I  became  captivated  by  a  problem,  and  the  issues  it  raises 
still  intrigue  me.   I  continue  to  raise  many  questions  and 
seek  answers  for  those  questions.   The  answers  are  coming 
from  a  traditional,  holistic,  anthropological  approach  to 
the  study  of  social  institutions. 

To  set  the  stage  for  the  main  body  of  this  work,  I  put 
forward  my  anthropological  perspective  on  the  nature  of  the 
corporation.   I  relied  heavily  on  two  sources  for  an 
understanding  of  what  the  corporation  is  and  how  it  is  has 
been  used  in  history.   These  are  the  scholar  and  philosopher 
of  business  J. P.  Davis  (1905)  and  anthropologist  M.G.  Smith 
(1975). 
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J. P.  Davis'  preeminent  work  on  the  origin  and  develop- 
ment of  business  corporations  emphasized  the  importance  of 
the  corporate  form  of  social  organization  and  the  rela- 
tionship between  form  and  function.   Prior  to  establishing 
economic  criteria  and  discussing  trade,  Davis  uncovered  the 
kinds  of  corporations  that  emerged  in  history;  that  is,  he 
viewed  a  corporation  as  a  social  entity  that  exercises  a 
particular  function.   As  a  form  of  social  organization,  the 
corporation  cannot  be  divorced  from  the  broader  social 
context  in  which  it  operates .   It  is  part  of  a  greater  whole 
and  must  be  studied  in  relation  to  the  broader  formal  and 
functional  social  environment  (Davis,  1905a). 

Davis  described  the  appearance  of  what  he  characterized 
as  the  "corporate  form"  and  its  function  from  the  Middle 
Ages  to  the  Modern  period.   The  Middle  Ages  were  charac- 
terized by  the  growth  of  imposing  institutions,  which 
outlined  and  described  in  detail  ecclesiastical  organi- 
zations, municipalities,  guilds,  educational  and  eleemo- 
synary institutions  (Davis,  1905a:  90).   These  are  described 
in  terms  of  their  influence  on  local  life  and  the  internal 
organizations  of  social  groups.   Later,  the  corporation  took 
on  the  characteristics  of  national  expression,  that  is,  as 
representative  of  broader  interests  of  the  emerging  power  of 
the  nation  states.   The  principal  forms  of  organization  in 
this  stage  were  primarily  economically  oriented  and  were 
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regulated  companies,  regulated-exclusive  companies,  joint 
stock  companies ,  and  colonial  companies . 

To  this  variety  of  corporate  expression  Davis  ascribed 
several  key  characteristics  that  lead  to  a  definition  of  the 
corporation:  a  group  of  natural  persons  whose  identity  and 
function  will  be  delimited  according  to  the  relation  between 
its  attributes  and  the  relation  between  the  corporate  body 
and  society  at  large  (Davis,  1905a:  13-28).   The  primary 
characteristics  of  the  corporation  are  the  following.   In 
the  first  place,  it  is  goal-oriented,  associative  activity. 
Individuals  come  together  to  join  resources  toward  a  common 
end.   The  activity  undertaken  thus  may  have  continuous 
existence,  at  least  until  the  achievement  of  the  goals. 
Second,  the  corporation  is  created  by  the  state  and  is 
subordinate  to  state  authority.   At  the  minimum,  it  is  at 
least  permitted  to  exist  and  function;  at  the  maximum,  it  is 
considered  an  instrument  of  state  function.   Third,  it  can 
be  of  voluntary  inception:  individual  initiative  and  not 
state  coercion  is  relied  upon  and  individual  responsibility 
is  the  expected  regulatory  force.   Fourth,  the  corporation 
enjoys  autonomy,  self-sufficiency,  and  self -renovation.   The 
corporate  group,  then,  acts  as  a  unit  and  is  acted  upon  as  a 
unit  in  all  its  relations  to  the  other  organs  of  society. 
Finally,  since  it  is  a  voluntary  association  of  individuals 
who  assvime  group  or  corporate  identity,  the  motive  of 
individuals  to  associate  is  their  own  private  interest;  that 
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is,  the  individuals  who  compose  a  corporation  have  a  private 
or  particular  interest  in  the  subject  matter  of  the  activity 
whether  it  be  religious,  economic,  or  political. 

Individual  interest  is  permitted  to  seek  its  own 
satisfaction.   From  the  Medieval  Church  to  the  joint  stock 
companies,  the  individual  interests  of  the  corporate  members 
were  permitted  to  be  pursued  through  the  mechanism  of  the 
corporate  unit,  and  this  underlies  the  primary  tension 
relating  to  the  function  of  all  kinds  of  corporations . 
Namely,  the  corporation  functions  publicly  and,  because  it 
is  created  by  the  state,  is  seen  to  advance  public  welfare 
through  the  pursuit  of  its  private  interest.   "The  corporate 
form  has  always  been  intended  and  used  to  promote  public 
welfare  through  private  interest  by  affording  to  private 
interest  a  social  mechanism  through  which  adequately  and 
effectually  to  express  itself  in  social  activity"  (Davis 
1905a:  29). 

This  distinction  between  private  motive  and  public 
interest  was  not  a  basis  for  social  nor  ideological  conflict 
even  in  the  Post-Feudal  joint  stock  companies.   Indeed,  the 
functioning  of  the  Church  or  of  any  charitable  institution, 
the  establishment  of  schools  and  hospitals,  the  enterprises 
of  merchant  guilds,  and  the  commercial  endeavors  of  the 
chartered  companies  were  all  seen  as  beneficial  to  society 
and  as  advancing  the  welfare  of  citizens.   The  distinction 
between  private  and  public  corporations  and  private  and 


public  interest  is  a  false  distinction.   "The  ^private 

corporation'  is  a  contradiction  in  terms"  and  the  idea  of 

the  private  corporation  is  simply  a  product  of  social  and 

political  conditions  peculiar  to  the  nineteenth  century 

(Davis  1905a:  31). 

Davis  (1905a:  34)  defined  the  corporation  as: 

A  body  of  persons  upon  whom  the  state  has  con- 
ferred such  voluntarily  accepted  but  compulsorily 
maintained  relations  to  one  another  and  to  all 
others  that  as  an  autonomous  self-sufficient  and 
self -renewing  body  they  may  determine  and  enforce 
their  common  will,  and  in  pursuit  of  their  private 
interest  may  exercise  more  efficiently  social 
functions  both  specially  conducive  to  public 
welfare  and  most  appropriately  exercised  by 
associated  persons. 

It  is  worth  restating  that  this  definition  applies  to 

all  the  corporate  groups  studied  by  Davis,  from  charitable 

organizations  to  joint  stock  companies.   It  is  a  definition 

gleaned  from  the  review  of  social  corporate  forms  in  the 

history  of  the  West.   The  underlying  premise  of  the 

definition  is  that  corporations  are  subsystems  of  larger 

polities  and  are  permitted  to  pursue  their  objectives 

because  private  initiative  is  beneficial  to  the  general 

welfare.    Thus  human  agents  have  joined  together  to  care 

for  the  sick,  to  educate,  to  establish  some  order  in  local 

government,  to  build  bridges,  and  to  trade.   The  fact  that 

the  goals  and  functions  of  corporations  differed,  that  some 

were  ecclesial,  others  charitable,  and  others  economic,  did 

not  alter  the  basic  form  and  its  central  attributes  and  its 

relation  to  society. 


Anthropologist  M.G.  Smith  (1975)  researched  the 
presence  and  nature  of  human  corporate  groups  cross- 
culturally  and  historically  not  limiting  himself  to  the 
history  of  the  West.   In  analyzing  all  types  of  human 
groups,  Smith  discussed  the  kinds  of  organizations  and 
classified  them.   For  example,  corporation  sole,  corporation 
aggregate,  offices,  colleges,  lineages,  churches,  are  all 
kinds  of  corporations  that  function  within  different  social 
contexts.   Several  characteristics  defined  and  distinguished 
fully  corporate  groups  from  the  others.   These  defining 
characteristics  are  identity,  closure  and  membership, 
perpetuity,  autonomy  within  a  given  sphere,  exclusive  common 
affairs,  set  procedures  and  organization  (Smith,  1975:  94). 

The  similarities  between  anthropologist  Smith  and 
historian-philosopher  Davis  are  striking  and  significant.   A 
corporation  is  an  associative  form  of  h\iman  activity  that 
enjoys  entitative  character,  that  is,  has  its  own  identity, 
can  take  in  succession,  survives  beyond  the  life  spans  of 
its  members,  and  has  autonomy  of  affairs.   It  is  socially 
constituted,  legitimized  within  its  social  context  whether 
or  not  the  particular  society  has  a  codified  legal  system. 

The  work  of  Smith  and  Davis  is  extremely  significant. 
They  represent  a  massive  amount  of  research  on  human  social 
organization,  from  different  theoretical  stances,  and  come 
to  the  same  definition,  or  at  least  establish  the  parameters 
of  a  definition  of  corporateness .   From  such  a  tremendous 
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variety  of  corporations  in  size,  purpose,  organization  and 
across  time  and  space,  the  key  definitional  characteristics 
are  established.   The  corporation  is  part  of  a  larger  social 
and  cultural  matrix.   It  really  cannot  be  studied  in 
isolation  from  its  cultural  context.   This  fact  leads  me  to 
the  main  body  of  my  work. 


CHAPTER  1 
THE  HISTORY  OF  THE  CORPORATION  IN  AMERICA 

Natural  Selection  and  Sociocultural  Evolution 
The  size,  influence,  and  power  of  corporations  are  and 
have  been  concerns  of  politicians,  social  critics,  and 
social  scientists  alike.    Asian  conglomerates  compete  with 
American  and  European  firms  and  vie  for  world  leadership  in 
manufacturing  power.   Business  organizations  have  esta- 
blished trans-national  networks  and  operate  in  collaborative 
efforts  that  national  governments  have  not  been  capable  of 
imitating.   Daily  ads  in  the  Wall  Street  Journal   offer 
enticing  investment  and  business  opportunities  in  Poland, 
Hungary,  and  the  newly  independent  countries  of  the  former 
Soviet  Union.   In  their  insightful  and  landmark  analysis 
Berle  and  Means  (1932:  313)  presaged  current  events: 

In  still  larger  view,  the  modern  corporation  may 
be  regarded  as  one  form  of  social  organization  but 
potentially  (if  not  yet  actually)  as  the  dominant 
institution  in  the  modern  world.  .  .  .  The  future 
may  see  the  economic  organism,  now  typified  by  the 
corporation,  not  only  on  an  equal  plane  with  the 
state,  but  possibly  even  superseding  it  as  the 
dominant  form  of  social  organization.   The  law  of 
corporations,  accordingly,  might  well  be 
considered  as  a  potential  constitutional  law  for 
the  new  economic  state,  while  business  practice  is 
increasingly  assuming  the  aspect  of  economic 
statesmanship . 

It  is  not  the  power  of  the  individual  business  leader 

but  rather  the  tenacity  of  the  organizational  form  of 
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economic  activity  that  has  become  the  focus  of  attention  of 
economists,  legal  scholars,  social  scientists,  and  his- 
torians of  American  business.   The  task  of  coming  to  grips 
with  the  actual  nature  of  the  corporation,  what  it  is,  why 
and  how  it  functions,  is  complex  and  at  times  opaque. 

My  goal  is  to  examine  how  the  great  business  corpor- 
ations in  the  United  States  have  emerged  and  developed  as 
such  a  dominant  form  of  social  organization.   To  do  this  I 
shall  first  explain  the  interpretative  framework  for  the 
whole  body  of  my  research;  an  evolutionary  epistemology.   I 
shall  then  present  a  history  of  the  corporation  in  America 
in  an  attempt  to  extrapolate  the  criteria  that  have  enabled 
its  birth  and  growth. 

First,  my  analytical  framework  is  evolutionary  episte- 
mology.  It  is  a  framework  that  views  the  corporation  as  a 
social  institution,  a  form  of  associative  human  activity 
within  a  social  context,  with  its  own  history  and  develop- 
ment.  The  interpretive  framework  is  evolutionary.   By  that 
I  mean  that  I  take  the  Darwinian  model  of  biological  evolu- 
tion as  an  analogy  for  explaining  and  interpreting  the 
evolution  of  human  cultural  patterns  and  organizations . 

A  Darwinian  approach  is  not  new  to  anthropology  but 
has,  admittedly,  been  down  played  within  the  discipline. 
Nevertheless,  significant  attempts  to  use  the  logics  of  the 
epistemology  applied  to  human  culture  have  been  made  (Boyd 
and  Richerson,  1985;  Bowler,  1989;  Campbell,  1969;  Monod, 
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1971).  I  relied  heavily,  but  not  exclusively,  on  Ernst  Mayr 
(1982,  1991)  for  my  understanding  of  the  Darwinian  theory  of 
evolution  and  the  modern  synthesis  of  evolutionary  thought. 

Darwin,  according  to  Mayr  (1991),  was  impressed  with 
diversity  and  attempted  to  explain  it  against  an  intellec- 
tual ambiance  that  was  convinced  of  essentialist  categories. 
Darwin  was  so  taken  with  diversity  that  he  attempted  to 
explain  it  as  biological  variation  that  seemed  to  be 
inherited.   That  ambition  caused  him  to  look  for  the 
structures  and  mechanisms,  or  processes,  that  explained  the 
increased  frequency  of  variation  within  populations.   Not 
only  the  occurrence  of  variation  but  also  the  retention  of 
variants  seemed  extremely  significant  for  the  survival  of 
organisms  and  species. 

I  accept  that  the  level  of  analysis  is  quite  distinct 
when  comparing  biological  organisms  and  human  cultural 
patterns.   1  contend,  nonetheless,  that  same  logic  of 
analysis  can  apply.   The  logics  are  simple.   There  must  be  a 
means  of  accounting  for  variation  within  a  population  and  a 
way  of  explaining  how  the  variation  is  passed  on.   Put 
another  way,  there  are  forces  or  processes  that  account  for 
the  selection  of  variance  and  for  its  retention.   For 
example,  Boyd  and  Richerson  (1985)  applied  evolutionary 
analysis  to  human  cultural  patterns.   They  examined  the 
forces  that  affect  the  behavior  of  individuals  within  human 
groups . 
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From  biology  we  know  that  all  organisms  appear  to  have 
mechanisms  that  allow  for  phenotypic  variation  in  adaptive 
response  to  the  environment  (Boyd  and  Richerson,  1985:  4). 
The  two  loci  of  activity  in  a  Darwinian  model  are  the 
organism  itself  and  its  environment.   The  central  underlying 
question  is:   What  are  the  processes  that  account  for  vari- 
ation? Put  another  way  for  human  cultural  variation:   What 
are  the  events,  processes,  information,  and  environmental 
contingencies  that  explain  the  increase  of  some  culturally 
transmitted  variants  and  the  decrease  of  frequency  of 
others?  The  Darwinian  approach  calls  attention  to  the 
processes  that  affect  variation,  retention,  and  survival. 
One  of  the  most  concise  models  for  understanding  the 
evolution  of  human  societies,  whole  societies  as  well  as 
their  parts,  was  outlined  by  Donald  Campbell  (1969:  73). 
Campbell  described  three  basic  requirements  for  the  evolu- 
tion of  cultural  forms.   For  natural  selection  to  occur 
there  must  be  the  occurrence  of  variation,  selection 
criteria  or  systems,  and  a  retention  mechanism.   If  these 
conditions  are  met,  an  evolution  in  the  direction  of  better 
fit  becomes  inevitable.   This  model  is  consistent  with 
contemporary  Darwinian  evolutionary  thinking  (Mayr,  1991). 
The  environment  is  a  most  crucial  variable.   Environ- 
ment composes  all  the  resources  and  information  available  in 
the  physical  or  biological  realm  that  are  exogenous  to  the 
population  of  interest.   The  behaviors  of  the  population  are 
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not  part  of  the  environment  (Boyd  and  Richerson,  1985:  19- 
20) .   Causality  in  the  natural  selection  model  centers  in 
the  environment  and  its  constraints,  but  not  absolutely  so. 
The  sociocultural  unit  that  achieves  fit  also  achieves 
survival  and  persistence.   That  much  is  true.   It  is  an 
important  contrast  to  an  adaptation  paradigm  that  puts 
causality  in  the  internal  adaptive  mechanisms  of  the 
organism  or  organization,  but  causality  is  more  aptly- 
understood  in  the  interplay  between  the  environment  and 
response  (Mayr,  1991). 

The  combination  of  resources  and  their  availability 
defines  the  range  of  "niches"  that  support  organizational 
forms  (Aldrich,  1979:  27-29).   Organizational  forms  are 
"specific  configurations  of  goals,  boundaries,  and  activ- 
ities" that  environmental  criteria  select.   "Environmental 
niches  are  distinct  combinations  of  resources  and  other 
constraints  that  are  sufficient  to  support  an  organization 
form.   Organizational  forms,  then,  are  organized  activity 
systems  oriented  toward  exploiting  the  resources  within  a 
niche"  (Aldrich,  1979:  28). 

Campbell  (1969:  79)  defined  a  niche  simply  as  "a  viable 
mode  of  living."   While  admitting  that  generally  the  pro- 
gression in  evolution  is  toward  increasing  complexity,  at 
times  the  resources  available  within  the  niche  have  pointed 
that  change  in  the  direction  of  simplicity  and  smaller  size. 
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Bigger  is  not  always  better.   Fit  simply  implies  exploiting 
available  resources . 

Therefore,  three  requirements  are  necessary  for  socio- 
cultural  evolution.   The  first  is  variation.   Campbell 
described  several  ways  variation  occurs .   There  can  be 
variation  between  social  groups,  and  there  are  variations 
between  internal  dimensions  of  groups  and  across  occasions 
within  a  social  unit,  that  is,  over  time  in  the  performance 
of  organizational  activities . 

Selection  of  the  units  and  forms  occurs  through  any  of 
various  selective  systems.   Ccimpbell  discussed  six  possi- 
bilities.  The  first  is  the  selective  survival  of  complete 
social  organizations;  that  is,  the  survival  of  parts  of  the 
social  systems  can  be  attributed  to  the  survival  of  the 
whole.   While  that  may  be  the  appropriate  model  for  socio- 
cultural  evolution,  it  cannot  exhaust  all  possibilities. 
Human  social  systems  differ  as  preservation  systems  and  have 
a  great  variety  of  organizations  that  can  be  compatible  with 
"effective  collective  action, "  so  that  human  cultural 
organizations  can  be  modified  and  varied  systematically 
(Campbell,  1969:'  74)  . 

The  second  selective  system  is  selective  diffusion  or 
borrowing  between  groups.   This  is  differential  selection; 
successful  forms  would  be  borrowed  from  groups  who  are 
perceived  as  prospering.   The  third  system  is  the  selective 
propagation  of  temporal  variations;  that  is,  human  groups 
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learn  through  trial  and  error.   Experiences  that  are 
pleasurable  and/or  successful  for  group  survival  are 
selected  as  a  result  of  a  learning  process.   This  same  kind 
of  reasoning  explains  the  next  type  of  selective  system, 
selective  imitation  of  interindividual  variations .   Many  of 
the  most  successful  responses  are  innovations  of  individuals 
or  subgroups  so  that  variation  within  the  group  provides  the 
mechanism  for  several  selective  systems . 

The  fifth  system  is  the  selective  promotion  to  leader- 
ship and  educational  roles.   Successful  patterns  of  behavior 
and  organization  become  institutionalized  modes  of  group 
activity.   They  are  taught.   A  mechanism  for  retaining  them 
is  the  selective  elevation  of  individuals  within  the  group 
to  roles  of  influence. 

The  sixth  and  final  selection  system  is  rational 
selection.   This  system's  attributes  change  to  cognitive  and 
rational  processing  of  information.   Campbell  cautioned, 
however,  that  just  because  human  groups  attribute  change  to 
rational  processes  does  not  mean  that  change,  in  fact, 
transpires  according  to  those  processes   (Campbell,  1969: 
74-75).   Boyd  and  Richerson  maintained  that  for  human  groups 
the  transmittal  of  behavioral  patterns  through  rational 
calculation  is  extremely  important.   Trial  and  error 
learning  can  be  very  costly,  even  deadly.   Calculated  risk, 
based  on  knowledge  of  experience,  enhances  the  success  rate 
(Boyd  and  Richerson,  1985:  83-94). 
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Having  distinguished  six  types  of  selective  systems, 
Campbell  then  explained  several  selection  criteria.   First 
among  them  is  the  necessity  of  a  high  rate  of  variation  and 
a  corresponding  high  rate  of  mortality.   The  greater  the 
heterogeneity  of  forms,  the  greater  the  chances  of  survival 
of  the  group.   Second,  he  distinguished  internal  and 
external  criteria.   Here  he  noted  the  proclivity  of  random 
processes  to  form  into  orderly  and  stable  patterns.   There 
are  internal  stability  requirements  in  evolution  even  though 
external  pressures  often  negatively  affect  the  reproductive 
success  of  an  organism  or  social  unit. 

The  third  requirement  is  that  of  retention  mechanism. 
There  is  an  institutionalization  of  successful  organization 
forms  that,  over  time,  takes  on  the  aspect  of  tradition. 
Culture  and  heritage  and  the  passing  on  of  tradition  are 
retention  mechanisms  writ  large. 

This  model  serves  as  a  heuristic  device  for  under- 
standing the  emergence  of  the  great  business  combinations  in 
the  United  States  and  their  becoming  one  of  the  dominant 
modes  of  social  organization.   The  business  corporation 
appeared  at  a  particular  time  and  has  its  own  history.   Key 
social  and  cultural  forces,  as  well  as  the  availability  of 
resources  and  technology,  have  accounted  for  the  rise  in 
prominence  of  the  corporation.   A  review  of  that  history 
will  extricate  those  forces,  establish  an  evolutionary 
framework,  and  demonstrate  that  the  corporation  is  indeed  a 
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social  institution,  a  form  of  social  organization  rich  with 
sociocultural  contexts,  shaped  by  the  constraints  and 
limitations  of  a  variety  of  historical  and  sociocultural 
circumstances.   The  business  corporation  appeared  at  a 
particular  time  and  has  its  own  history.   Key  social  and 
cultural  forces,  as  well  as  the  availability  of  resources 
and  technology,  have  accounted  for  the  rise  in  prominence  of 
the  corporation.   A  review  of  that  history  will  extricate 
those  forces,  establish  an  evolutionary  framework,  and 
demonstrate  that  the  corporation  is  indeed  a  social  insti- 
tution, a  form  of  social  organization  rich  with  sociocul- 
tural contexts,  shaped  by  the  constraints  and  limitations  of 
a  variety  of  historical  and  sociocultural  circumstances . 

The  Corporation  in  America;  From  Franchise 
to  Limited  Liability 

I  argued  in  the  Introduction  that  the  concept  "corpor- 
ation" is  of  wide  use  and  universal  in  human  societies.   The 
use  of  "corporation"  for  economic  purpose  is  not  new,  and 
the  way  that  "corporation"  in  general  has  been  defined 
historically  is  a  key  to  understanding  its  use  in  America. 
The  first  corporations  in  postcolonial  America  included 
construction  companies,  churches,  and  universities.   Our 
understanding  of  them  rests  on  the  structure  of  the  colonies 
and  what  the  colonies  inherited  from  England. 

The  British  government  did  not  establish  colonies 
directly  but  rather  permitted  corporations  to  do  so  in  the 
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name  of  the  state.   The  Plymouth  Co.,  the  Virginia  Co.,  and 
the  Massachusetts  Bay  Co.  are  examples  of  the  use  of  the 
corporate  system  to  secure  the  development  of  colonies 
through  the  stimulation  of  private  interests  by  grants  from 
the  state.   The  political  and  civil  life  of  the  colonies, 
once  established,  evolved  from  the  form  and  functions  of  the 
colonial  companies.   Massachusetts  Bay,  as  a  colony,  evolved 
from  the  corporate  structure  granted  to  the  Massachusetts 
Bay  Company  and  was  perpetuated  (Davis,  1905b;  Handlin  and 
Handlin,  1945). 

The  purposes  of  the  state  in  granting  charters  to  the 
colonial  companies  were  several.   They  included  the  desire 
to  colonize,  the  establishing  of  commerce  and  the  extension 
of  the  dominion  of  the  Crown.   The  propagation  of  Chris- 
tianity and  the  relief  of  the  distressed  classes  of  Britain 
were  also  considerations.   But  once  established,  the 
colonies  developed  a  system  of  governance  similar  to  (at 
first  identical  with  but  later  separate  from)  the  colonial 
company.   Therefore,  the  business  corporation  in  America 
inherited  the  form  of  corporate  structure  from  the  colonial 
companies  and  the  legal  concepts  that  accompanied  it.   The 
business  corporation  in  America  began  as  a  political 
expression  performing  a  public  function.   The  colonies 
transplanted  a  mercantilist  European  society.   The  tenets  of 
mercantilism  involved  the  integration  of  the  social  and 
economic  order  with  the  nation-state.   The  advancement  of 
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the  state  was  intended  to  contribute  to  the  welfare  of  its 
people,  and  that  political  objective  affected  the  character 
of  the  state's  instrumentalities  (Chamberlain,  1982).^ 


^There  are  important  historical  antecedents  to  the 
business  corporation  in  America,  especially  the  colonial 
companies  and  the  joint  stock  companies.   Associative 
economic  activity  is  as  old  as  the  state  itself.  Limet 
(1977)  presented  the  kinds  of  corporate,  or  associative, 
groups  that  operated  in  the  Roman  Empire.   Polanyi  et  al. 
(1957)  in  a  well  known  anthropological  work  discussed  trade 
in  early  state  empires.    Braudel  (1972,  1979)  detailed  the 
workings  of  Europe's  medieval  economic  life,  the  kinds  of 
economic  agents,  groups,  feimily  houses,  and  Venetian 
traders — some  of  which  trace  their  activity  to  Roman  times. 
Again,  in  its  economic  expression  the  variety  of  corporate 
activity  is  impressive,  as  is  its  relation  to  the  state. 

Very  germane  to  my  thesis  is  the  nature  of  the  joint 
stock  companies.   Cox  (1959),  Davis  (1905),  Fisher  (1954), 
Gardner  (1971),  and  Hunt  (1987)  analyzed  the  nature  of  these 
companies  from  different  perspectives  that,  in  some  ways, 
challenges  a  monolithic  interpretation  of  mercantilism.   The 
joint  stock  companies,  such  as  the  East  India  Company,  were 
not  only  commercial  enterprises  but  also  a  means  of  national 
expression  and  expansion.   Political  activity  accrued  to  it 
over  time  until,  in  the  end,  it  was  the  colonial  government 
of  India.   This  is  significant  because  it  points  to  the 
state,  the  sociocultural  and  sociopolitical  context.   The 
state  used  these  enterprises  for  its  own  purposes .  As  Davis 
(1905b:  85)  argued: 

The  lack  of  closer  political  relations  with 
foreign  nations  as  well  as  of  those  between  the 
government  of  England  and  its  subjects  made  it 
necessary  to  leave  for  the  exercise  of  groups  of 
subjects  prompted  by  the  motive  of  self-interest 
many  powers  that  were  later  to  be  resumed  by  the 
state.   When  the  state  became  able  to  extend  its 
functions  over  the  field  of  activity  occupied  by 
the  companies,  they  beceune  obsolete. 

For  Davis,  it  was  the  undeveloped  English  state  that 
used  the  corporate  apparatus  for  its  own  multiple  purposes, 
among  them  political  representation  and  governance.   The 
English  state  provides  the  selective  mechanism  as  the 
companies  filled  a  need,  or  exploited  a  niche.   They  were 
permitted  to  pursue  commercial  activity  for  private  gain  as 
well  as  for  the  benefit  of  the  Crown.   There  was  a  clear 
conception  that  the  companies  existed  to  serve  a  social 
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Yet  an  interesting  transformation  occurred  between  the 
17th  and  20th  centuries.   By  the  1940s  the  business  corpor- 
ation was  no  longer  being  thought  of  as  an  instrumentality 
of  the  state.   Rather  it  was  defined  by  these  three  attri- 
butes: the  idea  of  fictitious  personality,  limited  lia- 
bility, and  freedom  from  state  interference  (Handlin  and 
Handlin,  1945).   And  it  was  assumed  that  this  had  always 
been  the  case.   Handlin  and  Handlin  reviewed  the  history  of 
the  origins  of  business  corporations  in  America  to  determine 
if  indeed  these  three  attributes  had  always  defined  the 
corporation  in  America. 

Two  often  implied,  uncritical  assumptions  are  present 
to  this  history.   The  first  accepts  that  it  is  to  the 
economic  advantage  of  individuals  to  incorporate.   The 
second  has  been  that  the  quality  of  "fictive  personality" 
has  enabled  a  corporation  to  operate  as  an  individual  person 
exercising  individual  rights  yet  granting  to  the  incorpor- 
ators a  special  dispensation  called  limited  liability.   Both 
assumptions  deserve  some  attention. 

The  notion  of  "fictive  personality"  as  a  legal  con- 
struct was  inherited  from  English  jurisprudence.   It  granted 
the  aggregate  of  individuals  a  corporate  entity  under  the 
aspect  of  "personality"  or  "personhood. "   Davis  argued  that 
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corporations  as  entities  have  been  parts  of  social  systems 
dating  back  to  Rome.   Yet  the  bestowal  of  artificial  person- 
hood  never  clearly  emerged  until  16th  century  English  juris- 
prudence (Davis,  1905b:  211-247). 

The  principle  significant  quality  derived  from  fictive 
personality  is  the  ability  to  take  in  succession,  or 
perpetuity.   Importantly,  as  so  construed,  a  corporation's 
dealings  with  society  at  large,  especially  the  state,  could 
be  more  readily  handled.   Blackstones 's  Commentaries  of  1765 
are  an  important  source  for  legal  scholarship  regarding  the 
solidification  of  the  concept  in  law.   Davis,  extrapolating 
from  Blackstone  and  also  from  the  writings  of  Sir  Edward 
Cook,  saw  that  even  though  the  corporation  could  be  esta- 
blished as  a  fictive  person,  it  was  still  up  to  the  state  to 
grant  the  corporate  identity.   And  the  general  purpose  for 
creating  them  was  to  "subserve  the  * advantage  of  the  public' 
as  in  ^the  advancement  of  religion,  of  learning,  of 
commerce.'"   The  specific  purpose  was  stipulated  in  the  body 
of  rights  and  obligations  conferred  to  the  corporation  by 
law  in  its  charter  (Davis,  1905b:  211).   Several  scholars 
support  this  contention  (Berle,  1959;  Berle  and  Means,  1932; 
Bjork,  1969;  Handlin  and  Handlin,  1945;  and  Krooss  and 
Gilbert,  1972). 

When  the  corporation  emerged  in  English  history,  it  was 
primarily  a  form  of  social  organization.   (Maine's  classic 
distinction  of  corporation  sole  and  corporation  aggregate 
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reflected  the  presence  and  history  of  the  corporate  form  of 
social  organization  and  attempted  to  describe  and  understand 
it.)   It  was  not  primarily  nor  necessarily  an  organizational 
form  of  commercial  activity.   When  the  form  was  used  to 
initiate  and  advance  commercial  progress,  the  concepts  were 
already  present  in  the  legal  repertoire.   Thus  Davis  could 
boldly  state  that  the  purpose  in  creating  them  was  to  "sub- 
serve 'the  advantage  to  the  public.'" 

When  the  notion  of  fictive  personality  became  more 
broadly  accepted  and  recognized,  the  general  purpose  for 
erecting  corporations  did  not  change.   Davis  suggested  that 
developments  of  the  19th  century  were  responsible  for 
changes  in  corporate  structure  and  identity.   Underlying 
this  assumption  is  his  clearly  stated  premise  that  it  was 
18th  and  19th  century  liberalism  with  its  emphasis  on 
individual  rights  that  gradually  transformed  the  form  as 
well  as  the  function  of  the  commercial  corporation. 

Yet  it  would  seem  to  be  of  major  consequence  to 
underscore  what  the  corporation  was  originally  in  order  to 
come  to  terms  with  the  changes  it  has  undergone.   Berle  and 
Means  (1932)  argued  in  a  vein  similar  to  that  of  Davis  and 
the  Handlins.   The  corporation  in  America  evolved  over  time, 
inherited  from  English  law  as  it  stood  at  the  end  of  the 
18th  century.   "At  that  time  a  corporation  was  considered  a 
"franchise'  (Norman-French  ^privilege'):  i.e.,  the  very 
existence  of  the  corporation  was  conditioned  upon  a  grant 
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from  the  state"  (Berle  and  Means,  1932:  120).   But  that 
privilege,  which  originally  accrued  to  the  public  advantage, 
has  been  transformed  to  an  advantage  of  the  corporate  entity 
itself,  namely  that  of  the  limited  liability  of  stockholders 
(Berle  and  Means,  1932:  120). 

How  to  account  for  the  change  and  what  it  ultimately 
has  meant  for  corporations  and  society  alike  is  an  essential 
undertaking.   Handlin  and  Handlin  (1945:  3)  have  shown  that 
while  partnerships  and  unincorporated  joint  stock  companies 
operated  in  England  during  the  18th  century  and  well  into 
the  19th,  "the  corporation  was  used  extensively  only  in  the 
organization  of  canal  companies."   The  legal  concepts  of 
trusts  and  partnerships  were  used  in  most  other  coimnercial 
activity.   But  the  full  growth  of  business  corporations 
occurred  only  after  limited  liability  was  granted  after  1862 
and  the  passage  of  the  Consolidated  Statute.   By  1862, 
America  had  enjoyed  nearly  one  hundred  years  of  independence 
and  the  great  corporate  revolution  was  already  underway, 
spurred  by  sociopolitical  forces. 

America  inherited  much  of  the  British  legal  repertoire. 
By  1800  the  corporation  was  used  in  America  mainly  for 
undertakings  involving  a  direct  public  interest.   By  1800 
there  were  between  320  and  335  profit-seeking  corporations 
(Berle  and  Means,  1932:  11;  Krooss  and  Gilbert,  1972:  88). 
Most  of  them,  two  thirds,  were  involved  in  the  construction 
of  turnpikes,  bridges,  and  canals.   The  rest  were  divided 
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among  companies  that  provided  water  and  fire  protection, 
banks,  insurance  companies,  and  only  six  incorporated 
companies  that  were  in  the  manufacturing  field.   The  banks 
and  insurance  companies  were  perceived  as  necessary  insti- 
tutions to  ensure  the  success  of  agriculture.   Each  of  these 
companies  received  its  charter  from  an  act  of  the  state 
legislature,  in  which  the  relationship  and  responsibilities 
between  the  incorporators  and  the  purpose  of  the  incorpor- 
ation, responsibilities  to  the  stockholders,  and  relation- 
ship to  the  state  were  specified  and  stipulated.   The  state 
legitimized  and  sanctioned  corporations  and  corporate 
activity  in  this  threefold  negotiation. 

But  these  incorporators  did  not  enjoy  limited  lia- 
bility.  To  the  contrary,  they  were  liable  to  their 
creditors  and  could  only  renew  the  financial  resources  of 
the  corporation  by  appealing  to  the  stockholders.   Therefore 
they  entered  fields  of  endeavor  that  showed  low  or  little 
risk  of  failure.   The  fact  that  most  of  the  corporations 
contracted  to  public  works  activities  attests  to  the  reality 
of  the  safeness  of  the  investment  and  security  of  return  to 
shareholders  (Handlin  and  Handlin,  1945:  8-16). 

Fraser  (1983)  has  argued  that  to  suggest  that  the 
corporation  was  thus  an  economic  agent  of  the  state,  as  the 
Handlins  imply  and  as  the  legal  scholar  James  Willard  Hurst 
(197  0)  maintained,  would  fall  short  of  total  appreciation  of 
what  they  were  about.   In  the  young  republic  there  were 
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influential  people  who  viewed  corporations  as  a  body 
politic,  an  association  of  individuals  imbued  with  the  civic 
ethos  appropriate  to  the  genuine  republican  community 
(Fraser,  1983:  6).   It  existed  within  the  community  and 
espoused  communitarian  ideals . 

The  notion  of  franchise,  of  chartering,  challenges  any 
assumption  of  the  freedom  from  government  interference. 
Indeed,  the  Handlins  concluded  in  a  strong  statement >  "At 
its  origin  in  Massachusetts  the  corporation  was  conceived  as 
an  agency  of  the  government,  endowed  with  public  attributes, 
exclusive  privileges,  and  political  power,  and  designed  to 
serve  a  social  function  for  the  state"  (Handlin  and  Handlin, 
1945:  22). 

Between  1807  and  1818  Massachusetts  incorporated  as 
many  as  90  manufacturing  and  textile  companies  through  acts 
of  the  legislature.   But  in  1811,  New  York  made  it  possible 
to  incorporate  without  special  legislative  action  by  passing 
general  incorporation  laws.   Other  states  followed.   By 
1875,  24  of  the  37  states  had  passed  similar  legislation 
(Krooss  and  Gilbert,  1972:  160).^ 


^In  the  1870s  and  thereafter,  chartering  became  an 
important  source  of  state  revenues .   State  incorporation 
laws  became  less  restrictive  as  competition  between  states 
to  attract  corporations  grew  more  intense.  Examples  are  New 
Jersey  and  Delaware.   Currently,  Delaware  dominates  the 
incorporation  market  by  tailoring  laws  to  fit  managements ' 
desires.   The  return  to  the  state  comes  in  terms  of  fran- 
chise taxes  and  incorporation  fees.   However,  it  is  not 
Delaware  that  initiated  the  active  solicitation  of  corpor- 
ation charters  but  New  Jersey,  which  fell  into  financial 
crisis  in  the  period  following  1875.   See  Christopher 
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The  legal  structure  which  permitted  the  use  of  the 
corporation  was  changing,  reflective  in  itself  of  broader 
social  and  political  changes  in  the  country.   The  key 
feature  of  the  change  was  the  notion  of  limited  liability. 
It  meant  that  the  state  was  willing  to  enforce  voluntary 
contractual  agreements  of  individuals  without  inquiring  into 
their  equity.   The  concept  only  came  to  the  fore  in  the 
middle  of  the  19th  century  as  charters  were  granted  for 
risky  enterprises  requiring  large  amounts  of  capital.   This 
is  a  key  explanatory  notion  in  the  development  of  the  modern 
enterprise.   Large  amounts  of  capital  became  necessary  as 
the  undertakings  became  larger  and  the  financial  risk 
increased,  so  that  the  "limited  liability  for  the  stock- 
holders of  the  joint  stock  corporation  made  possible  the 
rise  of  the  modern  industrial  private  enterprise"  (Bjork, 
1969:  112).   Several  key  legal  and  cultural  developments 
established  the  framework  for  the  development  of  the  legal 
concept  of  limited  liability. 

Cultural  Values;  Controversies  of  Natural  Aristocracy 

and  Monopoly 

In  the  sociopolitical  context  of  the  young  nation,  the 
struggles  between  the  Jeffersonian  democrats  and  the  Feder- 
alist party  on  the  nature  and  future  of  the  new  republic 
were  expressed  in  the  use  of  incorporation.   According  to 


Grandy,  "New  Jersey  Chartermongering,    1875-1929,"    Journal  of 
Economic  History  1989,  49(3),  677-692. 
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Fraser  (1983)  the  device  of  incorporation  was  available  to 
the  Federalists  to  press  their  case  forward,  the  case  of  the 
necessity  of  a  ruling,  natural  aristocracy. 

Even  after  the  Revolution,  possession  of  property  was 
closely  linked  to  civil  status.   Property  or  freehold  status 
were  seen  as  qualifications  for  suffrage.   While  the  Ameri- 
cans had  rejected  the  idea  of  hereditary  aristocracy,  the 
notion  of  a  natural  aristocracy  was  central  to  the  thinking 
and  action  of  the  Federalist  party  and  its   rejection  of  the 
homogenizing  influences  of  Jeffersonian  democracy.   Fraser 
argues  that  the  Federalists  did  not  object  to  granting 
governmental  powers  to  the  states;  they  objected  to  the  kind 
of  men  who  would  run  those  governments.   Their  policy  as 
espoused  in  the  Federalist  Papers  was  that  more  general 
qualifications  in  talents  and  civic  achievement  would  stand 
out  in  favorable  recommendation  of  men  to  national  office. 
They  feared  that  local  elections  would  not  bring  the  best 
men  forward  and  hoped  that  the  new  constitution  would  ensure 
that  the  best,  the  natural  aristocracy  of  the  country,  would 
come  forward  to  govern  (Hamilton,  1961;  Wood,  1972).   Uni- 
versal suffrage  was  not  so  easily  accepted  by  the  Founding 
Fathers  (Bellah,  1985:  253-256). 

Fraser  (1983)  argued  that  the  device  of  incorporation 
was  employed  as  a  means  of  advancing  the  Federalist  cause. 
"The  widespread  use  of  the  corporate  form  by  the  commercial 
and  professional  gentry  of  the  early  republic  represented  a 
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means  of  reasserting  the  civil  status  of  the  ^natural 
aristocracy'  that  was  no  less  effective  and  much  more 
direct,  than  the  new  Federalist  party  and  its  electioneering 
press  which  were  similarly  deployed  against  the  levelling 
influences  of  Jeffersonian  democracy"  (1983:  10).   The 
corporation,  according  to  the  republican  ideal,  was  vested 
with  public  interest;  it  was  not  conceived  as  an  instrument 
of  alienation  and  class  struggle  in  any  Marxian  sense.   But 
it  was  the  public  interest  as  upheld  by  the  elite,  the  self- 
proclaimed  natural  aristocracy,  the  citizen  body.   It  was  an 
elitism  fashioned  after  the  ideal  of  Aristotelian  republi- 
canism. 

Aristotle,  and  Plato  before  him,  believed  that  the 
state  should  be  run  by  those  who  had  the  natural  capacity 
for  it.   The  political  equality  of  all  free  men  does  not 
mean  that  talents  and  skills  are  equally  shared.   For  Plato, 
those  who  were  endowed  with  skill  and  talent  to  rule  should 
do  so;  all  others  should  occupy  themselves  with  farming, 
manufacturing,  and  other  activities.   Aristotle  taught  that 
laborers  were  not  capable  of  leading  the  good  life  and 
should  be  excluded  from  the  citizen  body.   Different  men 
have  different  skills.   Different  jobs  require  different 
skills.   Each  man  should  devote  himself  to  work  according  to 
his  skill.   Plato's  division  of  the  state  into  rulers, 
warriors,  and  workers  is  based  on  these  ideas.   Aristotle's 
concept  of  natural  slaves,  men  who  are  fitted  by  nature  for 
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manual  labor  and  taking  orders,  and  of  the  citizen  elite, 
those  who  are  capable  of  ruling  and  making  decisions,  is 
also  based  on  the  same  notion  of  inegalitarianism  (Plato's 
Republic  V:  469-471;  Aristotle's  Politics  III:  1277-1280; 
Held,  1987:  13-34). 

These  were  the  ideas  that  undergird  the  Federalists ' 
natural  aristocracy — the  elite,  the  citizen  body,  invested 
with  civic  ethos.   If  indeed,  as  Fraser  argued,  incorpor- 
ation beccime  a  device  to  enhance  the  elitist  position  of  the 
Federalists,  the  basic  argument  of  the  Handlins  is  taken  to 
a  new  dimension.   The  corporation  was  not  merely  a  "public 
service"  agent  of  the  state,  but  rather  the  corporation  was 
a  body  politic,  as  the  law  granted  to  private  property  a 
civil  status.   Fraser  concludes  (1983:  10),  "Any  enterprise 
endowed  with  a  charter  was  lifted  above  the  crass  pursuit  of 
a  merely  private  interest  by  the  common  law  conception  of 
the  corporation  as  an  association  of  persons  vested  by 
policy  of  the  law  with  certain  powers  deemed  necessary  to 
the  successful  promotion  of  some  design  of  general  utility 
and  public  benefit." 

The  delineation  of  the  public  interest  at  stake 
increasingly  became  the  domain  of  the  corporations 
themselves.-'  But  for  that  to  be  fully  recognized  several 


■^Fraser  dedicated  many  pages  to  discussing  the  esta- 
blished Church  in  Massachusetts  as  an  excimple  of  a  corpora- 
tion whose  clearly  stated  goal  was  the  betterment  and 
enrichment  of  the  people.    The  early  republican  community 
perceived  the  necessity  of  inculcating  the  values  and  ideals 
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events  occurred,  which  had  repercussions  in  the  conceptual 
and  legal  development  of  corporations . 

First,  whereas  the  Federalists  perceived  a  commitment 
to  save  the  new  republic  by  a  government  of  the  many  by  the 
enlightened  few  and  thus  supported  incorporation  as  neces- 
sary for  the  survival  and  growth  of  the  country,  the  Jeffer- 
sonian  democrats  were  suspicious  of  commercial  corporate 
charters  as  a  monopolistic  privilege  for  the  few  who  would 
increase  their  wealth  at  the  expense  of  the  people. 

This  controversy  came  to  the  fore  in  the  hotly  debated 
chartering  of  the  First  Bank  of  the  United  States  by  Con- 
gress.  It  had  been  left  to  the  states  to  charter  corpora- 
tions.  But  the  Federalists  pushed  for  and  won  in  Congress 
the  federal  chartering  of  a  national  bank.   For  Jefferson 
this  amounted  to  an  official  sanction  of  monopoly.   Hamil- 
ton, on  the  other  hand,  believed  that  the  national  bank  was 
necessary  for  the  solvency  of  the  currency,  but  the  bank  was 
also  a  means  of  binding  the  interests  of  the  Federalist 
Party  to  the  future  of  the  country.   When  Jefferson  became 
president  he  simply  let  the  charter  of  the  bank  expire 
without  renewing  "it.   Another  attempt  was  made  at  esta- 
blishing a  national  bank  during  the  presidency  of  Andrew 


of  religion  for  the  progress  and  welfare  of  society.   But 
the  monopoly  status  of  the  Congregationalist  Churches  was 
eventually  challenged  and  it  lost  its  quality  of  established 
church  of  the  colony.   Preachers  were  considered  members  of 
that  "natural  aristocracy. "   The  corporate  device  was  not 
exclusively  commercial. 
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Jackson.   Jackson  would  have  nothing  to  do  with  it, 
believing  it  to  be  unconstitutional  and  against  the  true 
spirit  of  democracy  (Bjork,  1969:  108).   These  two  opposing 
values  endured  in  the  American  tradition — an  appreciation 
for  the  civic-mindedness  of  business  leaders  and  a  suspicion 
of  those  who  would  advance  their  own  wealth  at  the  expense 
of  the  public. 

This  latter  cultural  "value,"  a  suspicion  of  the 
powerful,  cannot  be  understated.   It  is  an  expression  of  the 
American  ideology  itself  which  espouses  individualism,  anti- 
statism,  decentralism,  freedom,  and  meritocracy.   Monopolies 
are  not  to  be  tolerated.   As  Lipset  (1990)  argued,  these  are 
the  values  that  have  shaped  the  growth  of  organizations  and 
the  very  society  of  the  United  States.   They  are  values  that 
have  been  fixed  in  the  legal  system  that  not  only  purports 
to  protect  individual  rights  but  also  has  esteiblished  checks 
on  the  use  of  power,  including  the  power  of  government.   It 
is  a  dynamic  system,  not  a  static  code,  that  responds  to 
current  interpretations  of  the  values  inherent  in  the 
society. 

I  contend  that  these  values  have  played  an  essential 
role  in  the  way  the  corporate  revolution  in  America 
advanced.   Great  Britain  favors  feimily  owned  and  operated 
corporations  and  the  monopolies  that  sometimes  accompany 
economic  expansion.   German  law  protects  cartels  for  the 
good  of  the  country.   American  law  protects  individual 
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companies  from  the  monopoly  of  cartels  and  encourages 
competition  for  the  good  of  the  country. 

Law  and  the  Gradual  Advance  of  the  Freedom  of  the 

Board  of  Trustees 

Other  key  developments  in  the  history  of  the  corpor- 
ation involved  decisions  handed  down  by  the  courts,  the 
first  of  these  by  the  Supreme  Judicial  Court  in  Massa- 
chusetts.  In  1807,  the  Ellis  v.    Marshall   decision 
established  the  distinction  between  public  and  private 
corporations .   Public  corporations  were  those  that 
functioned  toward  the  public  good;  private  corporations 
functioned  for  the  benefit  of  the  owners  (Fraser,  1983:  12). 
It  was  an  important  step.   Corporations  could  now  act  as 
free  associations  of  individuals,  rather  than  as  arms  of  the 
state.   The  full  extent  of  this  change  was  not  wholly  felt 
for  some  time. 

The  second  decision  was  even  more  monumental.   It  came 
from  the  United  States  Supreme  Court  in  1814.   The  legis- 
lature of  the  State  of  New  Hampshire  had  attempted  to  alter 
the  charter  of  Dartmouth  College  without  the  consent  of  the 
trustees.   The  Supreme  Court  of  the  State  of  New  Hampshire 
had  ruled  that  any  alteration  was  justifiable  since,  by 
virtue  of  incorporation,  the  college  served  a  public  pur- 
pose.  The  United  States  Supreme  Court,  however,  found  that 
the  distinction  between  private  and  public  corporations  did 
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not  rest  on  the  pursuit  of  profit  nor  on  the  general  purpose 
of  each  corporation  but  rather  on  the  interests  at  stake  in 
each.   The  charter  did  not  give  the  college  a  monopolistic 
privilege  on  education  in  the  state.   It  gave  the  college 
the  right  to  exist  as  an  educational  institution  and  to 
negotiate  with  its  students  as  it  saw  fit  (Bjork,  1969: 
110). 

"Public  corporations  included  only  those  corporations 
^founded  by  the  government  for  public  purposes,  where  the 
whole  interests  belong  also  to  the  government.'   If,  on  the 
other  hand,  ^the  foundation  be  private,  though  under  the 
charter  of  the  government,  the  corporation  is  private, 
however  extensive  the  uses  may  be  to  which  it  is  devoted, 
either  by  the  bounty  of  the  founder  or  the  nature  and 
objects  of  the  institution'"  (Fraser,  1983:  12;  Trustees  of 
Dartmouth  College  v.  Woodard,  1819:  663-672).   The  right  of 
the  board  of  trustees  to  freely  decide  on  any  course  of 
action  was  determined  in  this  crucial  decision. 

Eraser's  interpretation  of  the  decision,  however, 
maintained  that  Federalist  tendencies  inhere  in  the  notion 
of  granting  to  the  governing  board  authority  independent  of 
the  legislature;  that  is,  the  internal  governing  board  is 
constituted  as  a  public  sphere  within  the  corporation  and  is 
endowed  with  the  civic  ethos  necessary  for  the  performance 
of  public  good.   Theoretically  this  assiomed  a  natural 
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aristocracy  or  civic  elite  within  the  corporation  who  would 
ensure  the  survival  of  the  corporation  and  safeguard  the 
primary  purpose  to  seek  the  good  of  the  people.   Indeed, 
Fraser  maintained  that  Chief  Justice  Hornblower  of  New 
Jersey,  in  a  subsequent  decision  in  another  case,  likened 
the  shareholders  of  a  corporation  to  the  voting  public  in 
our  republican  polity.   The  equal  rights  of  all  the  share- 
holders are  to  be  respected  and  the  right  to  vote  upheld. 
But  governance  is  in  the  hand  of  the  elected  few.   "The 
survival  of  the  corporate  public  sphere  was  possible 
therefore  only  so  long  as  it  retained  the  form  of  an 
Aristotelian  polity,  that  is  to  say,  ^as  association  of 
persons  formed  with  a  view  to  some  good  purpose'"  (Fraser, 
1983:  13).   The  "good  purpose"  involved  more  than  the  profit 
taking  of  the  incorporators .   It  involved  a  commitment  to 
advancing  the  public  welfare. 

The  third  case  of  special  significance  also  came  before 
the  United  States  Supreme  Court  in  1839.   In  the  Charles 
River  Bridge  v.    Warren  Bridge   case  the  court  ruled  that  the 
charter  of  the  Charles  River  Bridge  Company  could  not  be 
considered  a  permanent  monopoly  for  the  provision  of  a 
crossing  over  the  Charles  River.   The  company  had  argued 
that  it  had  exclusive  privilege  to  that  effect  by  virtue  of 
its  charter.   The  court  decided  that  it  was  not  in  the 
public  interest  to  grant  a  permanent  monopoly  to  a  private 
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group,  even  though  the  company  performed  a  valuable  public 
function  (Bjork,  1969:  111). 

These  cases  point  to  cultural  values  and  changing  legal 
viewpoints  regarding  the  corporation.   Monopolies  would  not 
be  tolerated.   Government  had  the  right  and  obligation  to 
oversee  corporations  "in  the  public  interest."   On  the  other 
hand,  the  right  of  the  directors  to  decide  for  the  corporate 
entity  independent  of  the  state  was  established.   Government 
and  private  corporations  had  their  own  authoritative 
domains.   The  notion  of  limited  liability  of  the  share- 
holders also  gained  a  foothold,  and  it  was  this  notion  of 
the  limited  liability  of  shareholders,  discussed  below,  that 
came  to  be  the  most  central  definitional  characteristic  of 
the  corporation  in  America.   Limited  liability  led  to  the 
dispersion  of  ownership  of  corporations  and  the  eventual 
concentration  of  wealth  and  power  in  the  huge  commercial 
enterprises.   Limited  liability  made  possible  the  corporate 
revolution  in  America  which  really  only  began  in  the  second 
half  of  the  19th  century  (Berle  and  Means,  1932:  xxv-xxx).* 


*This  presentation  has  thus  far  skirted  the  underlying 
assumptions  common  to  the  discussion  of  economic  development 
in  America,  namely  a  theoretical  dialogue  with  Adam  Smith 
and  John  Locke  on  the  cjuestion  of  the  rights  of  individuals, 
property,  individualism,  and  "economic  man."   Nevertheless, 
a  comment  is  in  order  at  this  point.   It  is  commonly  under- 
stood that  Adam  Smith  advocated  a  free  enterprise  system  and 
that  he  advocated  the  pursuit  of  self-interest  as  a  guaran- 
tor of  the  common  interest,  of  the  common  good.   But  Adam 
Smith  envisioned  the  business  enterprise  as  an  effort  of  an 
individual  or  a  partnership,  not  more  than  that.   He  used 


38 
The  notion  of  chartering  remains  part  of  the  legal 
structure,  but  quite  unlike  its  earlier  applications.   The 
issue  which  underlies  the  question  of  chartering  is  really 
the  idea  of  the  social  legitimacy  of  the  corporation.   Hurst 
(1970)  argues  that  during  the  1800s  the  corporation  was 
conceived  of  as  a  "utility."   As  such,  it  was  chartered  to 
serve  the  public  good,  and  indeed,  some  industries  are  still 
considered  utilities  because  of  the  basic  services  they 
provide  society.    However,  as  the  social  and  legal  norms 
have  changed  and  the  notion  of  limited  liability  has 
facilitated  the  growth  of  corporations,  the  expression  of 


the  concepts  of  private  property,  private  enterprise, 
individual  initiative,  profit  motive  and  competition  to 
argue  that  the  self-interest  of  each  individual,  given  free 
reign,  would  provide  the  optimum  satisfaction  of  society's 
wants .   "Very  emphatically  he  repudiated  the  stock  corpora- 
tion as  a  business  mechanism,  holding  that  dispersed  owner- 
ship made  efficient  operation  impossible"  (Berle  and  Means, 
1932:  304). 

Berle  and  Means  cite  Smith,  "The  directors  of  such  com- 
panies .  .  .  being  the  managers  rather  of  other  people's 
money  than  of  their  own,  it  cannot  well  be  expected  that 
they  should  watch  over  it  with  the  same  anxious  vigilance 
with  which  the  partners  in  a  private  copartnery  frequently 
watch  over  their  own.  Like  the  stewards  of  a  rich  man,  they 
are  apt  to  consider  attention  to  small  matters  as  not  for 
their  master's  honour,  and  very  easily  give  themselves  a 
dispensation  from  having  it.  Negligence  and  profusion, 
therefore,  must  always  prevail,  more  or  less,  in  the  man- 
agement of  the  affairs  of  such  a  company.   It  is  on  this 
account  that  joint  stock  companies  for  foreign  trade  have 
seldom  been  able  to  maintain  the  competition  against  private 
adventurers.   They  have,  accordingly,  very  seldom  succeeded 
without  an  exclusive  privilege,  and  frequently  have  not 
succeeded  with  one.   Without  an  exclusive  privilege  they 
have  commonly  mismanaged  the  trade.   With  an  exclusive 
privilege  they  have  both  mismanaged  and  confined  it"  (Berle 
and  Means,  1932:  304;  Smith,  Vol.  II,  229). 
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the  need  for  legitimacy  has  correspondingly  changed.   That 
is,  our  traditions  demand  that  all  forms  of  power  be 
legitimated  by  criteria  of  utility  or  of  responsibility. 
The  regulation  of  corporations,  once  the  utility  inherent  in 
chartering  changed,  became  a  right  of  government.   The 
relation  between  the  corporation  and  the  state  and  the 
concern  for  the  public  good  has  been  a  constant  dimension  of 
the  sociocultural  system  (Hurst,  1970:  59-111).   Indeed, 
since  the  corporation  is  part  of  culture  as  well  as  part  of 
the  market,  the  notion  that  government  and  society  have  no 
role  regarding  commerce  is,  at  best,  dubious. 

Berle  and  Means:  Separation  of  Ownership  from  Control 
If  the  recognition  of  the  independence  of  the  board  of 
trustees,  whatever  the  political  motive,  and  the  acceptance 
of  the  notion  of  limited  liability  became  part  of  the  legal 
structure  such  that  these  two  characteristics  came  to  define 
the  corporation,  at  least  legally,  then  it  remains  to  be 
shown  that  the  prospect  of  limited  liability  was  in  itself 
sufficient  motive  for  individuals  to  incorporate.   But  this 
statement  is  poorly  posed.   For  the  emergent  acceptance  of 
the  private  character  of  corporations  and  limited  liability 
were  reflective  of  deeper  sociopolitical  processes,  and 
indeed,  as  the  Berle  and  Means  thesis  suggests,  these 
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attributes  changed  the  nature  of  the  free  enterprise  system 
dramatically. 

The  celebrated  thesis  of  Berle  and  Means  (1932)  main- 
tained that  the  corporate  revolution  in  America  separated 
ownership  from  control  over  the  means  of  production.   It 
further  stipulated  that  this  development  can  only  be 
understood  in  terms  of  five  driving  forces  which  shaped  it. 
These  were  an  unprecedented  increase  in  productivity,  the 
massive  collectivization  of  property  devoted  to  production 
coupled  with  the  decline  of  individual  decision-making,  mas- 
sive dissociation  of  wealth  from  active  management,  growing 
pressure  for  a  greater  distribution  of  that  wealth,  and  the 
assertion  of  individualism  and  the  individual's  right  to 
choose  and  consxime  (Berle  and  Means,  1932;  xxv) . 

The  dispersion  of  ownership  through  shares  of  stock  and 
the  control  of  the  enterprise  passed  into  the  hands  of  hired 
managers  meant  the  turning  of  traditional  economics  on  its 
head.   Property  and  wealth  became  passive,  expressed  in 
terms  of  shares  which  have  a  market  value.   The  owners  abdi- 
cated individual  initiative  to  the  managers  and  directors 
and  thereby  the  ancient  and  central  position  of  the  profit- 
motive  came  into  question.   The  corporation  now  embodied 
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varied  and  sometimes  complex  sets  of  relationships  which 
management  sought  to  satisfy  (1932:  304-309).^ 

The  theoretical-epistemological  importance  of  this 
thesis  is  that  it  presented  an  evolutionary  freimework  for 
understanding  how  the  business  corporation  grew  so  rapidly 
to  unprecedented  levels  of  power  and  influence.   Berle  and 
Means  described  five  driving  forces  that  explained,  for 
them,  this  rapid  development.   Some  are  internal  to  the 
organization  of  the  corporate  structure,  such  as  the  hiring 
of  salaried  managers.   Others  are  external  and  societal  in 
nature,  such  as  the  continued  assertion  of  individualism  and 
the  individual '  s  right  to  choose  and  to  consvune .   The  five 
factors  are,  then,  a  mix  of  factors  both  internal  and 
external  to  the  corporation. 

One  of  the  implications  of  the  thesis  is  the  notion  of 
causality.   The  central  piece  of  the  theory  is  the  separa- 
tion of  ownership  from  control  through  the  issuance  of 
stock.   It  then  argues  that  five  forces  shaped  that  his- 
torical development  as  well  as  the  continued  trajectory  of 
the  corporation.   I  argue,  however,  that  the  notion  of 
limited  liability  of  the  shareholders  gained  legal  ground 


^A  further  significance  of  this  analysis  lies  in  the 
fact  that  it  led  to  many  studies  which  challenged  the 
neoclassical  assumption  of  the  profit  maximization  motive 
(Simon  and  March,  1958;  Cyert  and  Hedrick,  1972;  Williamson, 
1975,  1986;  Drucker,  1972,  1989;  and  John  Kenneth  Galbraith, 
1967). 
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due  to  the  cultural  values  that  shaped  the  law.   Indivi- 
dualism and  the  right  of  individuals  to  choose  was  a  given. 
The  massive  collectivization  of  wealth,  dispersion  of 
ownership,  and  pressure  for  a  greater  distribution  of  that 
wealth  were  consequent  to  the  original,  key,  historical 
event  of  the  recognition,  in  law,  of  limited  liability. 

The  consequences  of  the  development  of  the  corporate 
form  in  America  became,  in  time,  the  gradual  transfer  of 
control  to  managers,^  dispersion  of  ownership,  and  the  need 
to  attend  to  myriad  sets  of  relationships . 

I  nevertheless  agree  that  these  forces  are  part  of  the 
selective  system  that  served  as  positive  feedback  in  gener- 
ating the  motors  of  the  corporate  revolution.   There  were 
other  factors  that  meet  the  selection  criteria  outlined  in 
the  beginning  of  this  chapter,  factors  that  met  the  need  for 
internal  stability  and  environmental  resources  that  explain, 
even  more  fully,  the  corporation  revolution. 


^Berle  and  Means  document  the  gradual  shift  in 
management  and  the  five  forms  it  assumed.   First,  owners 
completely  controlled  their  enterprises,  then  came  majority 
control  by  owners,  then  legal  devices — such  as  trusts — 
removing  control  one  step  further  from  ownership.   Then  ceime 
a  minority  control  vested  in  boards  of  directors.   Finally 
management  was  given  actual,  factual  control  of  the  business 
operations   (Berle  and  Means,  66  ff.). 
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Coase  and  Williainson;  Efficiency  in  Cost  Reduction 
One  underlying  question  about  corporate  activity  is 
whether  or  not  corporate  action  is  more  adaptive  than  the 
isolated  action  of  an  individual  agent.   R.H.  Coase 's  "The 
Nature  of  the  Firm"  (1937)  is  considered  a  classic  treatment 
that  directly  addressed  this  issue.  As  we  shall  see,  once 
this  approach  was  taken  it  allowed  for  more  detailed 
elaboration  by  O.E.  Williamson  (1980,  1981,  1986).   Aiming 
at  the  heart  of  the  issue,  Coase  asked  what,  precisely, 
leads  to  the  emergence  of  the  firm? 

There  are  two  basic  assumptions  made  by  neoclassical 
economists  regarding  the  free  market  and  resource  allo- 
cation.  These  are  that  the  price  mechanism  regulates 
resource  allocation  and  that  this  allocation  depends  on  the 
private  entrepreneur.   Coase  argued  that  the  firm  emerges 
because  there  is  a  cost  to  the  price  mechanism.   The  most 
relevant  cost  lies  in  discovering  what  the  prices  are  and 
being  able  to  reduce  them. 

Coase  made  the  "transaction"  the  focus  of  analysis,  not 
the  social  form.   The  firm's  ability  to  internally  control 
the  allocation  of  resources  and  the  distribution  of  products 
was  advantageous .   The  nature  of  the  price  mechanisms  and 
the  assumptions  implicit  to  free  market  theories  are 
directly  implicated  as  the  transaction  becomes  the  unit  of 
analysis.   Coase  argued  (1937:  388): 
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Outside  the  firm,  price  movements  direct  pro- 
duction, which  is  coordinated  through  a  series  of 
exchange  transactions  on  the  market.   Within  a 
firm,  these  market  transactions  are  eliminated  and 
in  place  of  the  complicated  market  structure  with 
exchange  transactions  is  substituted  the  entre- 
preneur-co-ordinator,  who  directs  production.   It 
is  clear  that  these  are  alternative  means  of  co- 
ordinating production. 

But  internal  organization  has  its  costs.   So  a  balance 
is  achieved  and  the  firm  expands  to  the  point  that  the  costs 
of  organizing  transactions  within  the  firm  become  equal  to 
the  costs  of  carrying  out  the  transactions  on  the  open 
market . 

Williamson  (1986)  has  taken  Coase's  argument  further. 
Transaction  cost  approach  means  that  the  corporation  is 
first  and  foremost  an  efficiency  instrviment.   Transaction 
cost  economics  has  come  to  terms  with  two  important  human 
behavioral  assumptions.   These  are  bounded  rationality  and 
opportunism.   Economic  actors  act  rationally  toward  ful- 
fillment of  goals,  an  intended  rationality,  but  human 
experience  is  limited  in  formulating  and  solving  complex 
problems,  receiving  and  processing  information,  transmitting 
information,  etc.   Rational  decision  making  is  thus  bounded 
by  these  common  sense,  experiential  limitations.   Oppor- 
tunism merely  extends  the  usual  assumption  of  self  interest 
in  entrepreneurial  activity.   The  simultaneous  presence  of 
bounded  rationality  and  opportunism  have  affected  the  nature 
of  contracting.   Taking  these  two  behavioral  assumptions 
into  account,  Williamson  (1981,  1546)  suggested  that  the 
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real  functioning  of  economic  organization  is  to  "assess 
alternative  governance  structures  in  terms  of  their  capa- 
cities to  economize  on  bounded  rationality  while  simulta- 
neously safeguarding  transactions  against  opportunism. " 

According  to  transaction  cost  analysis  one  of  the 
explanations  for  the  emergence  of  the  firm — and  a  correla- 
tive answer  to  the  question  "why  incorporate?" — is  generated 
from  the  context  of  the  free  market  economy  which  at  once 
shapes  and  is  changed  by  the  firm.   The  firm  emerges  because 
under  its  environmental  conditions  of  economic  development 
it  is  more  economically  efficient  and  advantageous  to  do  so 
than  previous  organizational  responses  to  transactions  and 
production.   Transaction  and  contractual  costs  are  more 
effectively  handled  within  the  firm  than  between  the  firm 
and  outside  providers. 

Williamson  (1981)  noted  that,  ceteris  paribus,  the 
great  corporate  revolution  in  America  did  not  begin  until 
the  mid  19th  century  when  the  enabling  conditions  were  in 
place.   That  is,  not  only  was  the  legal  system  in  place  to 
permit  the  growth  of  "private"  corporations  but  demographics 
were  changing  such  as  to  favor  the  integration  of  business 
enterprises  into  corporate  endeavors .   The  country  began  to 
change  from  an  agrarian  one  in  which  agriculture  predomi- 
nated to  one  with  a  growing  urban  population  and  a  growing 
domestic  market  (Williamson,  1981:  1564-1565). 
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I  want  to  pause  for  a  moment  to  highlight  the  principle 
factors  of  evolutionary  logics  presented  so  far  in  the 
discussion.   Three  separate  areas  of  inquiry  have  contri- 
buted to  an  understanding  of  the  corporation  and  its 
evolution  as  a  social  and  economic  organization.   First,  I 
propose  that  the  corporate  form  of  associational  activity 
has  been  part  of  the  history  and  evolutions  of  the  West,  its 
society,  economics  and  politics.   The  form  and  function  at 
any  given  time  was  determined  by  the  constraints  imposed 
upon  it  by  the  political  system  and  the  resources  available 
in  each  environment:  financial  resources,  transportation 
technology,  and  the  composition  of  markets.   Although  beyond 
the  scope  of  this  present  work  (Davis,  1905;  Vetica,  1991)  a 
variety  of  enabling  and  necessary  functions  and  variations 
had  been  established  within  the  forms  of  Western  economic 
organization  from  the  Middle  Ages  onwards.   Possibly,  the 
most  significant  of  these  for  the  development  of  the  busi- 
ness corporation  in  America  were  the  chartered  and  joint 
stock  companies  of  16th  to  19th  century  England.   In  effect, 
these  forms  laid  the  historical  basis  out  of  which  grew  the 
modern  corporation  (Vetica,  1991). 

Two  essential  selective  mechanisms  throughout  this 
history  have  been  the  extent  of  the  development  of  the 
state,  its  limitations  and  capabilities,  and  the  pressures 
for  the  results  of  the  need  for  increased  investment  to  meet 
the  demands  of  more  ambitious  enterprises.   The  state  stimu- 
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lated  and  developed  investors  in  the  joint  stock  companies 
because  the  nature  of  the  enterprises  to  be  undertaken 
called  for  much  greater  commitments  of  finances  and  other 
resources  than  had  hitherto  been  the  case  (Davis,  1905).   As 
the  size  of  endeavors  increased  the  need  for  increased  coor- 
dination became  a  most  critical  internal  selector  leading  in 
the  direction  of  the  modern  corporation. 

Secondly,  I  argue  that  the  legal  structure  with  its 
accompanying  set  of  cultural  values  contributed  to  the 
development  of  the  business  corporation.   In  America,  as  in 
England  during  the  18th  and  19th  century,  business  corpora- 
tions were  chartered  by  legislative  act  in  order  to  tie  the 
functions  of  the  group  to  the  state  and  the  perceived  good 
of  the  public.   Commerce  was  not  the  sole  expression  of 
corporate  activity,  nor  was  commercial  activity  the  exclu- 
sive domain  of  corporations.   Individual  enterprise  and 
partnerships  dominated  in  America  until  well  into  the  19th 
century.    But  changes  in  the  legal  structure  which  per- 
mitted the  "private"  corporation  to  be  distinguished  from 
the  "public"  corporation  and,  above  all,  which  granted 
limited  liability  to  stockholders  provided  the  enabling 
conditions  for  the  rapid  evolution  of  the  modern  business 
corporation. 

Adding  to  these  conditions,  the  cultural  values  which 
defended  individual  rights  and  which  protected  the  economy 
against  monopolistic  enterprise  accompanied  the  correlated 
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modifications  in  the  legal  system.   Pressuring  the  specific 
response,  demographic  expansion  and  the  availcibility  of 
financing  enhanced  the  survival  capacity  of  companies.   So 
that  cultural  norms  and  values,  the  legal  structure,  the 
financial  market,  and  demographics  were  factors  that 
selected  for  a  specific  direction  of  change  as  the  corpor- 
ation adapted  and  evolved  to  exploit  these  resources. 

Thirdly,  I  maintain  that,  given  the  availability  of 
these  resources  in  a  free  market  system,  the  firm  adapted 
quickly  to  become  a  more  efficient  instrument  and  a  safe 
investment  that  returned  profit  to  investors.   In  effect, 
the  firm's  absorption  of  these  market  dynamics  created 
pressures  that  resulted  in  positive  feedback  mechanisms, 
relating  internal  structure  and  functions  to  external 
conditions.   Microeconomics  explains  the  appearance  of  the 
firm  in  terms  of  the  economic  advantage  it  offers  within  the 
free  market.   At  a  macrostructural  level,  the  firm  very 
quickly  became  an  efficiency  instrument  for  minimizing 
transaction  costs,  and  by  so  doing  it  literally  revolu- 
tionized the  nature  of  free  market  enterprise. 

This  led,  in  my  opinion,  to  a  dynamic  of  growth  and 
expansion  which  Berle  and  Means,  as  stated  earlier,  posited 
as  driving  forces  that  accounted  for  the  emergence  of  the 
firm.   In  fitness  terms,  I  perceive  these  forces  as  one  of 
positive  feedback  by  the  firm  in  relation  to  the  overall 
emerging  economic,  political,  and  social  system.   The 
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feedback  process  established  and  then  reinforced  the 
specific  evolutionary  direction  of  American  business 
enterprise.   Operationally  this  meant  unprecedented 
increases  in  productivity,  a  massive  collectivization  under 
corporate  management  of  property  devoted  to  production, 
dissociation  of  wealth  from  active  management,  unquenchably 
democratic  pressure  for  greater  distribution  of  wealth,  and 
the  continued  assertion  of  competition,  individualism  and 
the  individual ' s  right  to  choose  and  to  consume . 

Historically,  the  latter  half  of  the  19th  century  saw  a 
great  proliferation  of  new  corporations  that  emerged  rather 
suddenly.   They  were  to  have  great  impact  on  society.   All 
of  the  aforementioned  factors  are  elements  that  explain  this 
new  phenomenon.   But  the  conditions  of  the  19th  century 
contain  a  niimber  of  new  features  that  need  to  be  taken  into 
account  in  order  to  fully  explicate  the  appearance  and 
growth  of  the  specifically  American  style  of  corporate 
enterprise. 

The  Corporate  Revolution;  1850s  to  1900s 
One  of  the  most  preeminent  scholars  of  business  history 
who  has  documented  the  emergence  and  transformation  of  Amer- 
ican corporations  is  Alfred  D.  Chandler,  Jr.   Chandler's 
thesis  has  developed  over  the  last  30  years  culminating  in 
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his  major  opus  of  1990.'  For  Chandler,  the  coming  of  big 
business  in  the  West  happened  suddenly.   Before  the  1870s 
very  few  large  industrial  enterprises  existed.   Shortly 
after  the  First  World  War  big  business  had  become  the 
single-most  dominant  non-governmental  institution. 

The  big  business  enterprise  developed  in  industries  and 
sectors  of  industry  where  technological  progress  allowed  for 
the  provisioning  of  goods  and  services  in  high  volximes  to 
large,  geographically  dispersed  areas.    Managers  came  to 
control  the  flow  and  allocation  of  resources,  scheduling, 
and  supervision  of  operating  units,  and  overall 
coordination,  so  that  what  Adam  Smith  had  called  the 
invisible  hand  of  market  regulation  was  substituted  by  the 
"visible  hand  of  management"  (Chandler,  1977).   The  modern 
business  enterprise  ushered  in  the  age  of  managerial 
capitalism,  a  modified  and  transformed  capitalism  which 
challenged  the  assumptions  of  neoclassical  economics  and 
18th  century  liberalism. 

Specifically,  Adam  Smith  did  not  envision  a  free  market 
dominated  by  the  corporate  apparatus.   Rather,  he  perceived 
the  free  market  as  composed  of  individual  entrepreneurs . 
The  market  itself  existed  within  a  clearly  delineated  social 
context,  framed  by  cultural  values  and  communitarian  ethics. 
The  managerial  capitalism  of  the  American  corporate 


'Scale  and  Scope.  The  Dynamics  of  Industrial  Capi- 
talism.  Cambridge:  Harvard  University  Press.  1990. 
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revolution  removed  the  entrepreneur  from  active  control  and 
thereby  changed  market  dynamics,  and  managers  were  further 
removed  from  community  values  as  organizational  ethics 
dominated  over  communitarian  ones .   The  corporation  is 
shaped  by  and  shapes  the  dynamics  of  the  free  market. 

The  two  salient  characteristics  of  the  modern  business 
enterprise  are  supplied  by  these  observations.   First,  the 
modern  enterprise  is  a  multi-unit  organization.   It  contains 
many  operating  units,  each  with  its  own  administrative 
apparatus,  function,  product  or  service,  and  even  perhaps 
geographical  area.   Each  could  operate  as  a  distinct,  or 
independent,  business  unit.   This  is  contrasted  to  the 
traditional  firm  which  was  a  single  economic  unit  owned  and 
operated  by  an  individual  or  small  group  operating  out  of 
the  scune  office.   Second,  the  modern  business  enterprise  is 
supervised  by  a  hierarchy  of  salaried  managers  who  control 
the  operating  units  and  who  represent  a  new  kind  of  busi- 
nessman. 

The  number  of  operating  units  determines  the  size  of 
the  managerial  staff.   Once  entrepreneurs  established 
organizations  of  considerable  size  they  had  to  take 
advantage  of  the  cost  benefit  of  new  production  technolo- 
gies.  In  order  to  do  this,  successful  entrepreneurs  made  a 
three  part  investment:  investment  in  production  facilities 
large  enough  to  take  advantage  of  economies  of  scale; 
investment  in  national  and/or  international  networks  of 
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marketing  and  distribution;  and  investment  in  managerial 
staffs  (Chandler,  1990:  8). 

But  Chandler  goes  further  and  argued  that  particular 
modern  corporations  have  not  survived  over  the  long  haul 
unless  the  addition  of  new  units  is  cost-effective,  per- 
mitting management  to  reduce  costs  and  to  improve  overall 
efficiency,  including  efficiency  in  the  allocation  of 
resources.   The  efficiency  of  internal  operations  is  clearly 
a  selection  criterion.   The  modern  business  enterprise  is  an 
efficiency  instrument,  maximizing  the  benefits  of  control  of 
the  flow  of  goods  and  services .   When  the  maximization  of 
the  flow  of  goods  and  services  suffers  through  lack  of 
internal  control  or  through  inefficiency,  the  organization 
suffers. 

Framework  for  Change;  The  Rise  of  the  Corporation 
The  process  by  which  business  enterprises  expanded 
occurred  within  a  historical  framework.   It  happened 
quickly.   From  the  1850s,  when  very  few  large  industrial 
enterprises  existed  to  1900  when  several  large  corporations 
rivaled  government  in  scope  of  operations,  business  in 
America  had  been  dramatically  changed.   Important  socio- 
cultural  values  such  as  a  particular  brand  of  American 
individualism,  and  a  legal  structure  which  had  come  to 
comprehend  the  collective  use  of  private  property  under  the 
concept  of  limited  liability,  had  already  become  part  of  the 


53 
American  environment.   Preferring  not  to  offer  a  causal 
explanation  but  rather  presenting  distinctive  dimensions  of 
an  interpretative  framework.  Chandler  suggested  that  five 
factors  needed  to  be  considered  in  the  transformation  of 
American  business  (1959:  1-4;  1990:  89).^ 

Demographic  changes  involving  the  westward  expansion  of 
population  and  the  growth  of  the  urban  centers  on  the  East 
Coast  form  the  background  of  this  framework.   The  coming  of 
the  railroads  and  the  esteiblishment  of  national  rail 
networks  is  the  single  most  important  factor  in  the 
analysis.   The  railroad  networks  contributed  to  the  growth 
of  the  traditional  urban  centers  such  as  Philadelphia,  New 
York,  Cleveland,  and  Baltimore.   As  the  railroads  followed 
the  population  west,  they  helped  create  new  urban  centers 
such  as  Kansas  City,  Dallas,  Indianapolis  and  even  Chicago. 
This  unusually  rapid  urbanization  increased  the  demand  for 
consumer  products.   The  application  of  new  sources  of  power, 
particularly  the  internal  combustion  engine  and  electricity, 
and  the  systematic  application  of  science  and  technology  to 
industrial  processes  contributed  to  the  major  restructuring 
of  industry. 


^These  five  factors  first  suggested  in  1959  have  been 
refined  into  three  by  the  publication  of  1990.   The  central 
thesis  has  remained  constant,  viz.  the  structure  of  business 
has  evolved  into  a  competitive  managerial  capitalism  which 
itself  has  transformed  the  nature  of  capitalism  and  chal- 
lenged neoclassical  assvimptions . 
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I  maintain  that  these  are  factors  that  were  exploited 
in  the  emergence  and  rapid  proliferation  of  corporate 
enterprises.   Chandler  explained  in  some  detail  how  these 
factors  influenced  the  growth  of  business  enterprises. 
Except  for  the  railroads  most  major  industries  in  the  1870s 
served  an  agrarian  economy.   The  leading  firms  processed 
agricultural  products  and  provided  goods  to  farmers.   The 
firms  tended  to  be  small  and  bought  raw  materials  locally. 
Prior  to  the  dominance  of  rail  transportation  most  sectors 
of  the  iron  and  nonferrous  metals  industry  concentrated  on 
providing  metals  and  simple  tools  to  merchants  and  farmers. 
Some  production  was  intended  for  textile  and  other  manu- 
facturers.  The  enterprises  tended  to  be  small  in  size  and 
structure  and  locally  operated.   Then  the  railroads  became 
the  major  market  for  iron  and  metals  and  they  in  turn  opened 
a  national  market  which  became  increasingly  urban. 

Managerial  Hierarchies.-  The  Impact  of  the  Railroads 
The  greater  significance  of  the  rail  companies  lies  not 
only  in  the  creation  of  the  transportation  infrastructure, 
which  dramatically  reduced  travel  and  transport  time  and 
costs,  but  also  in  the  fact  that  the  railroads  became  the 
first  great  managerial  enterprise,  the  first  modern 
industrial  enterprise  (Chandler,  1977).'  The  expense 


_,   ^/^  The  Visible  Hand,  especially  chapters  3  and  4, 
Chandler  outlines  the  organizational  changes  and  history  of 
the  raxlroads  in  great  detail.   This  section  of  this  paper 
xs  taken  from  that  description. 
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involved  in  the  creation  of  rail  companies  required 
financing.   The  coordination  of  scheduling,  pricing,  meeting 
arrival  dates,  accounting,  and  the  details  of  transporting 
passengers  required  two  and  three  levels  of  middle 
management . 

What  Chandler  calls  managerial  hierarchies,  one  of  the 
hallmarks  of  modern  corporations,  first  appeared  when  the 
railroads  began  to  operate  more  miles  of  track  than  could  be 
operated  by  a  single  manager.   The  operating  unit  of  the 
railroads  was  a  geographic  unit  that  controlled  between  50 
and  100  miles  of  track.   These  geographic  units  were  divided 
into  functional  offices,  each  office  being  responsible  for  a 
single  function  such  as  maintenance  of  track,  movement  of 
trains  and  scheduling,  passenger  traffic,  freight,  and  even 
construction.   With  expansion  and  once  two  or  more  such 
geographic  units  had  been  established  and  operational,  the 
role  of  managerial  coordination  became  more  crucial.   With 
continued  growth,  the  work  of  the  on-line  managers  began  to 
be  monitored  by  centralized  offices. 

The  innovation  in  rail  management  became  the  line  and 
staff  organization.   On-line  supervisors  took  charge  of  the 
daily,  functional  operations  of  their  units  of  responsi- 
bility.  They  in  turn  were  monitored  and  supervised  by 
higher  level  managers  in  the  central  offices.   It  was  in  the 
central  offices  that  policy  and  decisions  were  debated  and 
established. 
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For  the  most  part,  the  railroads  were  originally 
smaller,  local  companies.   Transporting  across  company  lines 
demanded  a  high  level  of  cooperation  and  coordination 
between  firms.   Well  into  the  1880s,  rail  companies  competed 
heavily  for  traffic  but  yet  had  managed  to  cooperate  suffi- 
ciently in  order  to  assure  the  efficient  transport  of 
freight  over  two  or  more  companies  lines.   Standardization 
of  gauge,  of  some  basic  ecfuipment  such  as  signals,  and 
accounting  procedures  which  allowed  for  intercompany 
billing,  were  all  consequences  of  new  forms  of  organi- 
zational innovation. 

Cooperation  in  the  movement  of  freight  and  passengers 
across  company  lines  did  not  lead  to  universal  cooperation 
in  reducing  competitive  cost-cutting,  although  significant 
attempts  were  made  to  reduce  costs  and  share  profits .   In 
the  1870s  railroads  formed  federations  which  functioned  like 
cartels.   They  attempted  to  allocate  traffic  and  pool 
profits  which  were  distributed  on  a  ratio  basis,  but  fear  of 
monopolistic  arrangements  on  the  part  of  the  public  and 
cheating  on  the  agreements  by  rail  executives  saw  to  the 
short-lived  existence  of  the  federations." 

The  next  step  in  the  transition  of  the  railroads  came 
with  the  backing  of  the  financiers.   In  order  to  secure  a 


^°The  Interstate  Commerce  Act  of  1887  made  the  cartels 
illegal.   The  agreements  and  policies  reached  by  the  feder- 
ations were  considered  monopolistic  control  of  transpor- 
tation and  commerce.   Cartels  became  illegal;  trusts  were 
soon  to  follow. 


57 
continuous  flow  of  traffic  at  reduced  rates,  a  movement  of 
consolidation  through  the  buy-out  or  construction  of  new 
lines  was  undertaken  in  the  1870s  and  1880s.   By  the  early 
1890s,  30  large  self-sustaining  systems  had  been  built. 
They  owned  and  operated  two  thirds  of  the  rail  mileage  in 
the  United  States  (Chandler,  1977,  table  3).   The  financing 
of  these  efforts  came  from  Eastern  banks  and  European 
investors.   Financing  had  been  removed  from  local  individual 
investors  who  were  also  replaced  on  the  boards  of  the  new 
corporations . 

The  railroad  companies  thus  became  the  first  modern 
corporate  enterprise  and  they  evolved  in  a  very  short  time. 
They  have  all  the  elements  of  the  modern  corporate 
structure.   The  sheer  size  of  these  systems  required  several 
layers  of  management.   Several  on-line  divisions,  each  with 
its  own  function  and  supervisor,  were  grouped  together  in 
geographical  units.   A  general  manager  held  responsibility 
for  each  of  these  units  and  each  manager  in  turn  reported  to 
the  central  office  where  vice  presidents  had  oversight 
responsibility  for  the  functional  units.   Top-level 
management  decided  on  company  strategy  and  goals  and  the 
allocation  of  resources  to  achieve  the  goals.   Because  the 
railroads  relied  on  unparalleled  amounts  of  investment  from 
outside  sources  of  finances — a  new  feature  of  commercial 
enterprise — representatives  of  the  lending  institutions 
frequently  sat  on  the  boards . 
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The  Multidivisional  Firm 
With  the  coming  of  the  railroads  and  the  advent  of  new 
communication  networks  with  the  telegraph,  the  way  was  set 
for  the  expansion  of  business  enterprise.   In  a  most 
detailed,  comprehensive  fashion.  Chandler  (1990)  chronicled 
the  history  and  development  of  the  major  industries  in  the 
United  States,  the  birth  and  death  of  hundreds  of  companies, 
and  compares  the  rise  of  industrial  capitalism  in  the  United 
States  to  the  same  process  in  Great  Britain  and  Germany. 
In  so  doing  he  demonstrated  how  the  growth  of  corporations 
had  been  driven  by  salaried  managers,  investment  in  research 
and  development,  and  the  systematic  application  of  science 
and  technology.   He  described  the  tactics  of  growth  through 
acquisition  and  details  the  great  merger  movements  in  U.S. 
history.   He  described  the  reasons  for  the  vertical  inte- 
gration of  businesses — forward  into  distribution,  backward 
into  processing  of  raw  materials,  and  the  industries  in 
which  it  first  occurred. 

He  also  presented  a  description  of  the  effects  of 
these  factors  on  changes  in  organizational  form.   Tradi- 
tionally the  most  common  form  of  corporate  organization  is 
the  unitary  form,  which  integrated  within  a  single  business 
organization  the  major  processes  of  production,  distri- 
bution, purchasing,  and  financing.   The  unitary  form  is 
vertically  integrated.   A  simple  vertical  integration  came 
about  in  two  ways,  first,  either  through  the  creation  of 
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marketing  and  distribution  when  the  products  were  new,  or, 
second,  through  the  horizontal  combination  of  small  manu- 
facturers that  produced  the  same  or  similar  goods  into 
single  organizations  (Chandler,  1959:  6).^^  As  firms 
expanded  geographically  or  took  on  new  product  lines,  the 
unitary  form  was  replaced  by  the  multidivisional  form  as 
exemplified  by  the  railroads  and  most  solidly  typified  by 
the  DuPont  Co.   The  DuPont  Co.  provides  an  excellent  example 
of  how  these  processes  shaped  the  emergent  organizational 
form  of  a  corporation. 

Towards  the  end  of  the  19th  century,  the  E.I.  DuPont 
de  Nemurs  and  Co.  dominated  the  explosives  industry  in  the 
United  States .   And  even  though  a  federation  of  companies  in 
that  industry  existed,  the  DuPont  Co.  controlled  most  of  the 
market.   In  1902,  the  DuPont  Co.  initiated  a  plan  of  buying 
out  competitors  through  exchanges  of  stock.   Instead  of 


"Williamson  (1986)  also  offers  a  six-way  classifi- 
cation scheme  of  large  corporate  structures .   The  unitary 
form  (U-form)  is  the  traditional  structure  as  discussed  by 
Chandler.   The  holding  company  (H-form)  is  more  of  a  legal 
devise  than  administrative  structure.   It  is  a  division- 
alized  enterprise,  such  as  United  States  Steel  Corporation, 
in  which  internal  control  and  coordination  has  not  been  the 
goal.   The  holding  company  is  a  corporation  that  holds  stock 
in  other  incorporated  enterprises.   Divisions  are  subsidi- 
aries of  the  parent  company  but  operate  independently  of  the 
other  subsidiaries.   The  multidivisional  form  (M-form)  is 
the  structure  that  came  to  dominate  enterprise  in  America. 
Simply  put,  it  separates  operating  from  strategic  decision- 
making functions  and  has  fully  developed  and  employed  an 
internal  managerial  or  control  apparatus.   Williamson  offers 
two  variants  on  the  M-form,  and  adds  a  hybrid  "X-Form"  which 
means  any  combination  of  all  of  the  above,  a  combination 
which  could  occur  because  organizational  structure  is  a 
consequence  of  both  rational  and  chance  processes. 
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operating  as  a  holding  company,  the  businesses  were  consol- 
idated and  centralized,  and  then  followed  the  purchasing  of 
mines  and  the  creation  of  a  national  distribution  organi- 
zation. 

The  company's  motive  for  buying  competing  firms  was  not 
defensive.   It  already  controlled  the  market.   Rather  it 
seems  to  have  been  an  expectation  of  even  lower  costs 
through  centralized  control;  that  is,  DuPont  had  diverse 
manufacturing  units  and  activities  and  created  a  national 
distribution  network.   A  sales  division  operated  indepen- 
dently of  the  other  units .   DuPont  extracted  raw  materials 
and  shipped  them  to  manufacturing  units  without  the  need  to 
contract  to  third  parties .   Thus  centralization  meant  the 
coordination  of  a  national  distribution  network,  consoli- 
dation of  diverse  manufacturing  activities  as  well  as 
extractive  activities,  and  coordination  of  different  indus- 
trial processes  and  the  management  of  the  national  sales 
force.   Centralization  and  consolidation  were  undertaken  in 
the  expectation  of  lower  costs  and  economic  efficiency. 

In  the  1920s,  DuPont  undertook  a  renewed  effort  of 
growth  through  diversification.   This  plan  relied  heavily 
upon  the  application  of  science  to  research  and  development 
as  a  means  of  taking  advantage  of  the  capabilities  of  the 
industrial  and  manufacturing  processes  of  the  company 
(Chandler,  1990:  170-178).   The  multidivisional  structure  as 
it  emerged  in  the  rail  companies  and  became  solidified  in 
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huge  corporations  such  as  DuPont,  became  the  dominant  form 
of  corporate  organization  throughout  the  20th  century, 
firmly  establishing  itself  during  the  inter  war  period." 
It  emerged  as  business  enterprises  exploited  the  demo- 
graphic, technological,  legal,  financial,  and  informational 
resources  available  for  the  growth  of  corporations . 


^^General  Motors  could  also  be  considered  here, 
especially  since  its  structure  was  shaped  by  executives 
familiar  with  the  DuPont  system.   For  Williamson,  General 
Motors  is  not  a  pure  M-Form  corporation  but  one  if  its 
variants  (Williamson,  1986:  73). 

The  case  of  the  United  States  Steel  Corporation  was 
somewhat  different.   In  the  1890s  Henry  C.  Frick,  the 
chairman  of  Carnegie  Steel  Company,  had  consolidated 
Carnegie  Steel's  manufacturing  units  and  established  a 
national  sales  division.   Frick  purchased  massive  ore 
deposits  and  bought  and  rebuilt  a  railroad  between  Lake  Erie 
and  Pittsburgh  to  transport  the  ore.   But  the  mining,  ship- 
ping, and  manufacturing  units  were  not  centrally  coordi- 
nated.  The  concern  of  the  integration  was  not  cost  effi- 
ciency but  to  guarantee  a  steady  supply  of  raw  materials. 

But  as  the  market  for  steel  expanded  beyond  the  needs 
of  railroads  and  Carnegie  shifted  from  producing  rails  to 
structures,  the  company  changed  again.   In  a  move  supported 
by  New  York  financiers,  Carnegie  Steel  merged  two  steel 
companies  and  six  fabricating  companies  that  manufactured 
finished  products — National  and  Federal  Steel  companies, 
American  Tin  Plate,  American  Wire  and  Steel,  National  Tube, 
American  Steel  Hoop,  American  Bridge,  and  American  Sheet 
Metal.   This  massive  diversification  and  combination  of 
extractive,  manufacturing,  marketing,  accounting,  sales  and 
transportation  units  made  the  United  States  Steel  Corpor- 
ation the  largest  in  the  steel  industry,  but  the  merger 
continued  as  a  combination  without  centralized  coordination. 
It  functioned  as  a  holding  company  as  top  level  managers  did 
little  to  coordinate  the  business  of  all  the  subsidiaries 
(Chandler,  1959:  14-16;  1990:  127-140).   It  was  not  until 
the  late  1930s  that  the  chairman  of  United  States  Steel, 
Myron  C.  Taylor,  fashioned  the  company  into  a  version  of  the 
multidivisional  firm  that  finally  enabled  the  corporation  to 
maintain  profit  share  and  meet  the  demands  for  steel  placed 
upon  it  during  the  Second  World  War  (Chandler,  1990:  138). 
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Chandler's  analysis  explains  the  emergence  and  survival 
of  the  large  industrial  enterprises .   It  does  not  attempt  to 
explain  the  persistence  of  smaller  and  traditional  types  of 
business  arrangements.   Many  firms  opted  to  remain  local 
firms  and  did  not  go  the  way  of  national  or  international 
expansion.   However,  the  environment  was  such  that  smaller 
and  simpler  organizations  could  survive  in  smaller  niches. 
Evolutionary  thinking  does  explain  that  persistence  of 
smaller  firms  and  the  current  downsizing  and  restructuring 
of  large,  organizationally  cumbersome  corporations.   There- 
fore, even  today  there  is  variation  between  size,  form,  and 
structure  of  legally  established  corporations.   Thousands  of 
smaller  corporations,  single  units  or  unitary  type  organiza- 
tions, continue  to  operate  and  survive  in  smaller  niches. 

Conclusions 

I  have  presented  a  perspective  on  the  evolution  of  the 
corporation  according  to  the  model  of  natural  selection. 
The  three  requirements  of  the  model  are  variation,  selec- 
tion, and  retention.   Those  three  requirements  depend  on  the 
resources  available  in  the  environment  that  make  a  "niche," 
a  "viable  mode  of  living." 

The  first  requirement  is  a  high  rate  of  variation 
either  synchronically  or  across  time.   Both  types  of  vari- 
ation have  been  presented.   Selection  mechanisms  in  the 
evolutionary  perspective  look  to  the  environment  and  the 
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interrelatedness  between  organisms,  or  social  units,  and 
their  environments .   I  have  argued  that  inf rastructural 
factors,  such  as  raw  materials,  transportation,  and  finances 
are  but  parts  of  the  resources  provided  by  the  environment. 
To  fully  explain  the  evolution  and  specific  direction  of 
development  of  the  corporation  in  America  the  unique  package 
of  American  cultural  values  must  also  be  considered,  and 
indeed,  as  will  be  shown  in  following  chapters,  cultural 
values  continue  to  influence  the  evolutionary  trajectory  of 
the  corporation. 

In  America,  the  colonies'  first  political  systems 
developed  according  to  the  pattern  of  the  colonial 
companies.   The  business  corporations  that  were  formed 
during  the  18th  and  early  19th  centuries  were  also  modeled 
on  the  colonial  companies.   They  were  chartered  by  the 
states  and  they  functioned  for  the  public  good.   In  general, 
they  were  small  enterprises  whose  activities  directly 
related  to  public  welfare — building  bridges,  canals, 
turnpikes . 

As  the  sociopolitical  environment  changed  the  notion  of 
chartering  also  changed.   This  change  affected  the  develop- 
ment of  the  corporation.   Americans  espoused  the  values  of 
individualism  and  competition.   Social  values  and  legal 
norms  did  not  tolerate  monopoly.   Most  importantly,  a  legal 
distinction  between  the  private  and  public  corporation 
developed.   The  right  of  the  board  of  directors  to  decide 
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for  the  corporate  entity  independent  of  the  state  was 
established  on  one  hand,  while  government  retained  its  right 
and  obligation  to  oversee  corporations  in  the  public 
interest  on  the  other.   Government  and  private  corporations 
have  their  own  authoritative  domains.   Subsequently,  and  no 
less  importantly,  the  concept  of  the  limited  liability  of 
stockholders  gained  a  foothold  in  the  legal  structure. 

These  developments  made  available  to  entrepreneurs  a 
legal  resource  that  they  eventually  called  upon  when  the 
corporate  revolution  gained  momentum  with  the  coming  of  the 
railroads.   The  westward  migration  of  people  and  an 
expanding  urban  population  created  regional  and  local 
markets  in  which  the  need  for  consumer  goods  rose.   Trans- 
portation and  communications  technologies  as  well  as  an 
advanced  financial  sector  made  possible  the  rapid  emergence 
and  development  of  commercial  enterprises. 

Once  that  took  place,  internal  growth  and  expansion 
became  a  means  to  enhance  survival  capability.   Taking 
advantage  of  the  cost  benefit  to  expansion  was  critical. 
Investment  in  distribution  and  marketing,  product  diversi- 
fication, horizontal  and  vertical  integration,  were  feed- 
backs that  intensified  growth.   The  corporation  survives 
because  it  has  evolved  into  an  efficient  instrument  for  the 
minimizing  of  transaction  costs.   Internal  coordination  by 
salaried  managers  tends  to  the  stability  of  an  organization 
and  is  an  internal  selection  criterion  that  has  become 
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repeated  in  all  successful  firms.   On  the  other  hand,  an 
overgrown  bureaucracy  can  lead  to  disbalance  and  disrupt 
growth,  becoming  a  "black  hole"  for  resources  and  assets. 

There  is  still  a  variety  of  corporate  forms  (Wil- 
liamson, 1986).   Not  all  businesses  went  the  way  of  the 
largest  enterprises .   Partnerships  and  family-controlled 
enterprises  are  alive  and  well .   The  unitary  form  of 
corporate  organization  is  still  a  viable  one  for  simpler 
organizations  that  occupy  a  smaller  niche.   Indeed,  some  of 
the  country's  largest  corporations  are  reorganizing  into 
independent,  small  business  organizations  to  achieve  better 
fit  in  the  current  environment.   At  the  same  time,  the 
holding  company  is  becoming  more  common  for  larger, 
corporate,  multinational  enterprises. 

That  these  forms  of  corporate  organization  have  been 
retained  in  society  cannot  be  doubted.   They  have  become 
institutionalized  ways  of  doing  business.   In  sociocultural 
evolution,  institutionalization  is  a  primary  retention 
mechanism. 

Finally,  the  modern  corporation,  just  as  earlier  forms 
of  corporate  organization,  is  made  possible  and  legitimized 
by  the  state.   The  act  of  chartering  in  previous  centuries 
guaranteed  the  legitimacy  of  the  corporation.   The  con- 
temporary state  still  claims  its  right  to  legitimize 
corporations  and  does  so  through  its  regulatory  apparatus . 
There  is  still  an  explicit  recognition  that  the  functions  of 
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the  corporation,  voluntarily  accepted,  are  ratified  by  the 
state. 

In  fine,  I  argue  from  an  anthropological  perspective 
that  the  corporation  is  part  of  culture,  not  merely  an  agent 
of  the  market.   As  such,  cultural  forces  and  social 
dynamics,  including  values,  act  upon  the  corporation.   The 
availability  of  resources  and  information  and  the  capability 
to  exploit  them  certainly  made  the  corporate  revolution 
possible.   But  so  did  cultural  and  social  forces,  forces 
that  continue  to  shape  corporations  and  influence  change, 
even  in  corporate  structure. 


CHAPTER  2 
THE  HISTORY  OF  CORPORATE  SOCIAL  RESPONSIBILITY 


Introduction 

The  relationship  between  corporations  and  social, 
political,  and  economic  forces  is  an  ongoing,  changing, 
dynamic  process.   In  the  first  chapter,  I  argued  that  social 
values  were  factors  that,  in  part,  selected  the  specific 
direction  of  the  evolution  of  the  corporation  in  America. 
Cultural  values  are  often  reflected  in  law.   Once  the  right 
of  the  board  of  directors  to  decide  for  the  corporate  entity 
independent  of  the  state  was  established,  corporate  "person- 
hood"  was  protected  and  defended  with  the  same  vigor  as  the 
rights  and  personhood  of  individuals  in  society.   Government 
retained  its  right  to  oversee  and  legitimize  corporations. 
Interestingly,  as  I  present  in  this  chapter,  government  was 
slow  to  permit  corporations  to  commit  assets  to  any  endeavor 
other  than  the  primary  economic  activity  of  the  business . 
The  courts'  defense  of  the  unitary  purpose  of  business 
corporations  was  taken  up  and  defended  by  economists  such  as 
Milton  Friedman  during  the  1940s  and  1950s. 

Organizational  response  to  social  need  is  the  focus  of 
this  research  and  my  approach  will  be  explained  in  subse- 
quent chapters.   In  this  chapter  I  shall  present  how  some  of 
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the  early  industrialists  responded  to  the  social  ills  that 
industrialization  was  seen  to  have  caused.   I  then  argue 
that  later  efforts  at  responding  to  social  need  met  strong 
opposition  from  the  courts  in  the  age  of  managerial  capi- 
talism.  I  show  that  economists  and  philosophers  refashioned 
the  terms  of  the  legal  developments  that  defended  the  fic- 
tive  personhood  of  the  corporation  and  began  to  argue  the 
role  of  business  in  society  and  what  obligation  business  has 
to  society. 

Later,  social  theorists,  such  as  Bell  (1976),  Bellah 
(1985),  and  Wolfe  (1989),  took  the  arguments  of  the  econo- 
mists to  a  higher  level  of  abstraction.   They  were  not  only 
concerned  about  the  role  of  the  corporation  as  a  social 
institution  but  even  more  concerned  about  how  the  great 
American  corporate  revolution  has  transformed  social  life 
and  the  very  values  that,  in  part,  selected  the  rapid 
emergence  of  the  business  corporation  in  the  first  place. 
The  two  key  developments  that  undergird  this  presen- 
tation are,  first,  the  recognition  in  law  of  the  private 
corporation  and  the  right  of  the  board  of  directors  to 
decide  for  the  corporation.   The  second  development  follows 
from  the  first.   Fictive  personhood  granted  to  the  corpor- 
ation the  full  body  of  rights  that  were  protected,  defended, 
and  guaranteed  in  the  language  of  individual  rights.   The 
social  and  political  backdrop  of  all  these  developments  is 
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the  ever  emerging  dynamic  of  American  life,  its  expression 
of  Civil  Society. 

Company  Towns  and  Philanthropy 
Concern  for  the  well-being  of  employees  and  for  the 
communities  in  which  companies  operated  can  be  seen  at  the 
very  beginnings  of  the  manufacturing  industry  in  the  United 
States.   It  is  important  to  keep  in  mind  that  a  very  rich 
history  of  social  conflict,  the  rise  and  struggles  of  organ- 
ized labor,  the  emergence  of  a  regulatory  apparatus,  the 
"Social  Gospel  Movement,"  and  media  tirades  against  the 
abuses  the  so-called  "Robber  Barons"  and  the  "Captains  of 
Industry"  are  part  of  the  American  sociocultural  and  poli- 
tical scene.   Massive  immigration,  urbanization,  and  the 
shift  from  an  agrarian  economy  were  dyneimic  forces,  as 
discussed  in  Chapter  1.   I  do  not  present  the  force  and 
impact  of  organized  labor  and  other  political  movements, 
although  they  are  part  of  the  story.   The  goal,  rather,  is 
to  explain  how  the  corporations  responded  and  how  the 
response  has  been  conceptualized  by  economists  and  social 
thinkers . 

A  model  for  corporate  social  response  before  the  1950s 
would  include  the  notion  of  trusteeship  and  how  that  notion 
has  been  expressed  through  the  construction  of  company  mill 
towns  and  the  patterns  of  corporate  philanthropy  to  chari- 
table institutions.   The  textile  manufacturers  in  New 
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England  were  among  the  first  to  apply  new  technology  to 
manufacturing  processes.   Krooss  and  Gilbert  (1972;  90-100; 
Cochran  and  Miller,  1961:  3-27)  discussed  the  rise  of  the 
textile  industry  in  the  northeast  as  the  first  concentration 
of  manufacturing  power  in  America.   A  group  of  New  England 
businessmen,  the  Boston  Associates,  began  the  industry  after 
the  War  of  1812. 

One  of  the  pioneers  in  the  textile  industry  in  New 
England  was  Francis  Cabot  Lowell.   He  borrowed  the  tech- 
nology for  a  fully  integrated  textile  operation  from 
successful  mills  in  England.   One  of  his  convictions  was 
that  providing  good  wages  and  healthy  living  conditions  to 
the  employees  would  be  beneficial  to  the  company."  The 
way  to  meet  the  needs  of  the  employees  was  to  integrate  work 
and  living  in  a  kind  of  unified  whole,  the  mill  town. 
During  the  1820s  and  1830s  Massachusetts  mill  towns  became 
showplaces  of  industry.   They  supposedly  demonstrated  how 
business  interests  and  society's  concerns  should  and  could 
be  harmoniously  merged. 

Actually,  the  mills  sought  out  young  women  from  the 
rural  areas  and  provided  them  with  living  quarters  and 
resources  to  meet  their  social,  religious  and  intellectual 
needs.   The  city  of  Lowell  is  a  landmark  to  this  policy. 
Many  of  these  mills  were  family-owned  enterprises  or 


^^See  Hannah  Josephson,  The  Golden  Threads:  New 
England's  Mill  Girls  and  Magnates.   New  York,  1949. 
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partnerships  which  thrived  for  some  time  but  eventually  gave 
way  to  the  pressure  of  competition.   The  competition  came 
due  to  cheap  labor.   The  arrival  of  Irish  immigrants  who 
would  work  for  cheaper  wages  led  ultimately  to  the  demise  of 
these  mill  towns  (Heald,  1970:  5). 

The  kind  of  paternalism  in  which  a  company  would  pro- 
vide for  the  needs  of  its  employees  spread  to  towns  in  other 
parts  of  the  country  and  became  a  basis  for  the  philanthropy 
of  early  large-scale  industrialists.   George  Pullman  (of  the 
Pullman  Palace  Car  Co.)  attempted  to  establish  a  Utopian 
community  near  Chicago  for  his  employees.   Meeting  the 
requirements  of  work  and  satisfying  the  recreational,  reli- 
gious, social  and  intellectual  needs  of  all  employees  were 
the  goals  and  purposes  in  the  grand  design  of  the  community 
at  Pullman. 

But  Utopias  are  hard  to  come  by.   Bad  management  and 
the  overwhelming  paternalism  of  Pullman  himself  stifled 
individual  freedoms  and  led  to  the  failure  of  the  community. 
As  Heald  (1970:  10)  observed,  "The  hierarchical  structures 
of  business,  and  particularly  of  the  single-company  town, 
encouraged  employers  to  assume  that  the  wealth  and  power  at 
their  command  made  them  the  best  judges  of  the  entire  com- 
munity's welfare  needs." 

Andrew  Carnegie  was  a  believer  in  the  idea  of  "trus- 
teeship." The  sole  purpose  of  being  rich  was  to  do  good. 
The  rich  and  powerful  had  a  special  duty  toward  advancing 
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the  progress  of  society  (Heald,  1957).   Carnegie  believed  in 
the  social  Darwinism  preached  by  Herbert  Spencer.   Social 
Darwinism  offered  Carnegie  an  American  theory  of  noblesse 
oblige  to  justify  his  business  practices  as  well  as  his 
philanthropy.   If  the  successful  survived  the  competi- 
tiveness of  the  industrial  age,  it  was  incumbent  for  these 
early  "barons"  to  be  trustees  of  the  welfare  of  society  at 
large.   The  duty  of  the  man  of  wealth  was  to  administer  that 
wealth  in  the  public  interest  (Heald,  1970:  17)." 

Julius  Rosenwald  took  over  a  nearly  bankrupt  Sears, 
Roebuck,  and  Co.  and  turned  it  into  the  most  successful 
retailer  to  the  rural  populations  in  the  United  States.   His 
views  were  similar  to  those  of  Carnegie.   For  example,  he 
launched  the  4-H  programs  as  a  means  of  assisting  the 
American  farmers'  technological  advance  and  subsequent 
profitability  (Drucker,  1984).   No  matter  that  they  were 
also  self-interested,  he  considered  these  efforts  to  be 
philanthropic  as  well.   Sears'  outreach  to  the  rural 
community  returned  ultimately  to  the  company  many  times 
over. 


r.K-1  iu  ^^^  Gospel    of  Wealth,    Carnegie  described  his 

philanthropy:  "to  consider  all  surplus  revenues  ...  as 
trust  funds,  which  he  is  called  to  administer  ...  in  the 
manner  in  which,  in  his  judgement,  is  best  calculated  to 
produce  the  most  beneficial  results  for  the  community— the 
man  of  wealth  thus  becomes  the  mere  trustee  and  agent  for 
his  poorer  brethren,  bringing  to  their  service  his  superior 
wisdom,  experience,  and  ability  to  administer,  doing  for 
them  better  than  they  would  or  could  do  for  themselves" 
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The  philanthropy  of  early  industrialists,  many  of  whom 
owned  and  controlled  their  enterprises,  is  responsible  for 
the  sustained  growth  of  several  charitable  institutions  such 
as  the  YMCA  and  the  Community  Chest.   The  railroad  companies 
were  the  first  to  contribute  to  the  Y,  whose  rail  division 
directly  served  the  recreational,  social,  and  educational 
needs  of  railroad  employees.   The  directors  of  both  the  YMCA 
and  the  Community  Chest  pushed  strongly  and  heatedly  for 
corporate  support.   They  argued  and  cajoled  for  that  support 
because  the  needs  and  ills  of  the  workers  were  attributed  as 
a  direct  result  of  poor  wages  and  working  conditions .   The 
companies,  they  argued,  had  some  responsibility  to  address 
those  needs.   Even  the  Red  Cross  began  by  obtaining  a  solid 
footing  from  business  contributions.^^ 

Therefore,  by  the  end  of  the  19th  century,  business 
leaders  were  expressing  a  concern  for  the  needs  of  social 
groups,  often  times  at  the  urgent  pleas  of  social  activists. 
Their  involvement  led  to  the  support  of  such  institutions  as 
the  Red  Cross,  the  erection  of  libraries,  museums,  and 


^^For  more  detailed  breakdown  of  corporate  giving  see 
Pierce  Williams,  Corporate  Contributions   to  Organized 
Community  Welfare  Services.      New  York:  National  Bureau  of 
Economic  Research,  1930,  and  The  National  Planning  Asso- 
ciation's Manual   of  Corporate  Giving.      Ruml  Beardsley  (Ed.), 
Washington,  D.C.,  1952. 

Carnegie's  philanthropy  is  one  of  the  most  outstanding 
examples  among  the  industrialists.   See  The  Manual    of  Public 
Benefactions   of  Andrew  Carnegie.      The  Carnegie  Endowment  for 
International  Peace,  Washington,  D.C.,  1919;  and  Robert  M. 
Lester,  Forty  Years   of  Carnegie  Giving.      New  York:  Scribner 
and  Sons,  1941. 
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hospitals.    Business  leaders,  such  as  Carnegie,  considered 
themselves  trustees  of  society.   Their  philanthropies  gave  a 
rather  broad  definition  and  scope  to  their  perceived  respon- 
sibility to  society  (Heald,  1970:  19).   They,  in  effect, 
developed  a  culture  of  philanthropy  for  those  elites  in 
society  who  achieved  a  high  level  of  success. 

Paternalism,  philanthropy,  trusteeship,  all  converged 
in  the  1920s  as  corporate  support  of  the  Community  Chest 
movement,  became  one  of  the  primary  channels  of  expression 
of  social  concerns.   But  these  developments  were  not  without 
controversy,  and  the  controversy  came  from  an  interesting 
perspective,  both  legal  and  economic.   As  corporations  grew 
in  size  and  complexity,  salaried  managers  replaced  entrepre- 
neurial owners  as  the  day-to-day  executives  of  the  enter- 
prises.  It  was  one  thing  for  individual,  wealthy  men  of 
industry  to  contribute  their  own  or  their  company's  profit 
toward  social  goals;  it  became  quite  another  issue  for 
salaried  managers  to  spend  corporate  profits  on  community 
endeavors.   Indeed,  it  was  even  against  the  law  for  them  to 
do  so. 

Two  legal  issues  revolving  around  the  notion  of 
property  rights  inherent  in  fictive  personality  and  the 
notion  of  limited  liability  stood  in  the  way  of  corporate 
gift-giving  in  the  1920s  and  1930s.   The  first  dealt  with 
the  right  of  managers  to  "give  away"  assets  technically 
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belonging  to  the  shareholders .  The  second  dealt  with  income 
tax  deductions  and  the  nature  of  corporate  affairs. 

One  of  the  consequences  of  the  rise  of  salaried 
managers  and  the  dispersal  of  ovmership  through  stock 
offerings  was  a  restriction  on  management's  range  of 
activities.   Heald  (1970:  157)  clearly  affirmed  that  "the 
fundamental  principle  of  management's  right  to  give  away 
property  technically  belonging  to  corporate  shareholders  had 
never  been  fully  clarified  by  legislation. "   Interestingly 
enough,  the  development  of  the  legal  concept  of  limited 
liability,  while  it  solidified  managerial  control  of 
enterprise,  restricted  the  use  of  the  assets  which  were 
considered  property  of  the  stockholders.   Indeed,  the 
Internal  Revenue  Service  continued  to  rule  for  20  years 
after  the  enactment  of  the  Internal  Revenue  Act  of  1917  that 
corporate  contributions  to  charity  could  not  be  considered 
legitimate  business  expenses  unless  some  benefit  returned  to 
the  coirporation  as  a  result,  some  benefit  other  than  good 
will." 

This  is  very  significant.   The  effects  of  fictive 
personality  in  law,  that  is,  the  granting  of  entitivity  to 
corporations  allowing  them  to  function  as  individuals  with 
all  the  rights  that  this  implies  in  our  social  system  was 


^^An  excimple  of  the  kinds  of  arguments  presented  to  the 
Senate  is  expressed  in  Samuel  McCune  Lindsay,  "Shall  Income 
Devoted  to  Contributions  and  Gifts  to  Charity,  Education, 
Religion,  and  Social  Work  be  Taxed?"   Testimony  to  Senate 
Finance  Committee,  Washington,  D.C.,  1917. 
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and  still  is  very  protected.   The  Internal  Revenue  Service 
and  the  courts  recognized  and  defended  the  rights  of  the 
corporations  to  pursue  their  economic  functions,  unhampered 
by  extraneous  concerns.   Even  though  the  Internal  Revenue 
Service  changed  its  decision,  the  rights  of  corporations  are 
still  strongly  defended  in  the  same  language  of  rights . 

The  injunction  by  the  Internal  Revenue  Service  not 
withstanding,  corporate  executives  contributed  heavily  to 
the  Community  Chest  and  the  welfare  agencies  that  it  sup- 
ported.  Business  leaders  such  as  Gerard  Swope  of  General 
Electric  pushed  the  public  agenda.   Since  the  federal  tax 
structure  had  not  yet  permitted  deductions  for  corporate 
charity,  managers  found  ways  to  make  contributions.   They 
included  them  as  miscellaneous  expense  or  paid  the  money  to 
a  company  employee  who  donated  the  money  to  the  charity  and 
then  made  the  appropriate,  personal  tax  deduction.   Many 
executives  and  directors  of  welfare  agencies  solicited  a 
change  in  the  Internal  Revenue  Act  to  make  it  possible  for 
corporations  to  deduct  charitable  donations . 

But  even  the  United  States  Supreme  Court  threatened  the 
status  of  corporate  giving.   In  a  1934  case  the  Court  held 
that  use  of  corporate  assets  must  advantage  the  stockholder 
and  therefore  must  show  some  direct  benefit  to  the  company 
(Heald,  1970:  162).   Nonetheless,  after  lengthy  debates  and 
lobbying  a  change  came  in  the  summer  of  1936.   The  "Five 
Percent  Amendment"  was  legislated,  an  amendment  which 
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permitted  up  to  a  5%  deduction  for  corporate  income  to 
charity.   Notably,  the  Social  Security  Act  was  legislated 
the  same  year. 

These  enactments  did  not  receive  the  full  support  of 
the  business  community.   The  Social  Security  Act  tapped 
corporate  surpluses  for  social  welfare.   The  5%  cimendment 
opened  another  channel  for  the  use  of  corporate  resources 
for  charity.   There  were  those  who  felt  that  the  New  Deal 
had  treated  business  unfairly.   Whatever  one's  opinion,  an 
important  legal  development  had  occurred.   Managers  could 
speak  on  behalf  of  the  corporate  entity  and  even  allocate 
corporate  resources  for  activities  other  than  those  of 
purely  economic  nature. 

By  way  of  summation,  from  the  rise  of  the  railroads  to 
the  beginning  of  the  Second  World  War,  a  pattern  of  cor- 
porate giving  had  become  part  of  the  American  scene. 
Company  mill  towns,  company  hospitals  and  schools,  the 
libraries,  museums,  and  hospitals  of  the  philanthropists, 
and  the  Community  Chest  movement  all  bespoke  a  belief,  more 
or  less  articulated,  that  as  a  major  societal,  economic, 
resource,  business  had  a  responsibility  to  the  less 
fortunate . 

The  final  major  mechanism  for  the  disbursement  of 
company  funds  for  social  welfare  ccime  with  the  company 
foundation.   The  proliferation  of  corporate  foundations 
during  the  1950s  and  1960s  also  attests  to  the  presence  of 
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some  felt-need  or  obligation  to  meet  social  needs.   Tax 
avoidance  or,  conversely,  government  incentives  in  the  form 
of  tax  breaks,  certainly  were  stimuli  for  the  estciblishment 
of  foundations.   Of  course,  foundations  were  not  universally 
instituted. 

Heald  (1970:  247-251)  reported  that  what  the  foundation 
did  offer  was  a  "scientific"  or  rational  systematic  approach 
to  the  eleemosynary  function,  a  device  and  process  which  was 
congruent  with  the  energies  of  scientific  management." 
Heald  and  later  Drucker  (1984)  expressed  the  contention  that 
corporate  giving  was  necessary  for  the  maintenance  of  civil 
society.   Foundations  are  critical,  autonomous  sources  of 
wealth  that  support  charity,  public  welfare,  and  research. 
They  provide  employment  as  well  as  a  means  for  expressing 
the  social  concern  of  the  founding  families  and  corporate 
executives  who  manage  them.   As  a  private  sector,  autonomous 
source  of  wealth,  foundations  preserve  other  private 


"Heald  (1970:  260-264)  reported  that  even  with  the  tax 
breaks  in  the  years  between  1936  and  1960  the  level  of  cor- 
poration contributions  remained  around  1%  of  net  income  and 
the  areas  of  support  included  social  welfare,  medicine  and 
health  benefits,  education,  and  civic,  cultural  and  reli- 
gious institutions .   For  more  updated  statistics  on  cor- 
porate giving  see  Giving  USA:   Estimates   of  Philanthropic 
Giving  in   1985   and   The   Trends   They  Show.      The  American 
Association  of  Fund  Raising  Councils,  New  York,  1986.   Duffy 
(1990)  has  the  latest  statistics  on  corporate  giving,  some 
of  which  is  disbursed  through  company  foundations,  in  The 
Conference  Board's  "Survey  of  Corporate  Contributions,  1990 
Edition,"  Research  Report  No.  942. 
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institutions  and  reinforce  the  premises  upon  which  civil 
society  is  built." 

The  company  foundation  was  the  last  major  institutional 
response  to  social  responsibility.   Talking  about  it  brings 
a  new  dimension  to  the  discussion  (Drucker,  1984).   Namely, 
a  concern  for  the  preservation  of  civil  society,  not  only  a 
response  to  particular  social  issues,  underlies  the  basis  of 
philanthropy.   To  talk  c±)Out  civil  society  is  to  talk  eibout 
non-governmental  power  centers  and  the  very  fabric  of 
American  society,  since  its  birth  the  civil  society  par 
excellence  (Toccpieville  1948). 

In  one  way  of  thinking,  to  talk  about  civil  society  is 
to  talk  about  power  and  the  use,  c±>use,  and  balance  of  power 
within  society  under  the  aegis  of  the  protection  and  defense 
of  individual  rights .   The  concern  for  the  use  of  power  by 
corporations  has  been  consistently  expressed  in  our  society. 


"The  concern  for  the  vitality  of  the  private  sector  as 
the  storehouse  of  traditional  values  and  the  role  of 
corporations  in  safeguarding  the  independence  and  survival 
of  the  private  sector  are  not  uncommon  themes  in  current 
political  discussions.   See  James  A.  Joseph,  "Foundations, 
Building  a  New  Era  for  Organized  Philanthropy, "  in  Fund 
Raising  Management,  20(2),  1989:  42-48;  Reynold  Levy, 
"America's  Third'  Sector:  It's  Corporate  Supporters,"  in 
Vital  Speeches,  56  (12),  April  1990;  and  "Corporate  Giving: 
Who  Spends  Most  for  What?"   Across  the  Board,  27(5)  May, 
1990. 

Skepticism  about  the  altruism  of  corporate  giving  has 
been  a  studied  hypothesis.   Timothy  S.  Mescon  and  Donn  J. 
Tilson,  "Corporate  Philanthropy:  A  Strategic  Approach  to  the 
Bottom-Line,"  in  California  Management  Review  29(2):  49-61; 
Avery  Hunt,  "Strategic  Philanthropy,"  in  Across  the  Board 
23(708):  23-30;  and  Gauri  Bhatia  "From  Soup  to  Scholarships: 
Corporate  Charity  Since  Tax  Reform,"  in  CFO.   The  Magazine 
for  Chief  Financial  Officers  4(7):  July  1988. 
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The  regulation  of  business  (and  labor)  has  been  part  of  the 
American  political  process  since  the  advent  of  the  rail- 
roads.  More  recently  the  proliferation  of  governmental 
regulatory  agencies  and  private  sector  watch-dog  groups 
express  that  same  concern. 

Civil  society  not  only  defends  the  interests  of 
discrete  sectors  in  society  but  also  defends  "society's" 
right  to  call  for  the  accountability  of  the  powerful, 
including  government.   Society's  right  to  ask,  if  not  to 
require,  that  business  assume  some  responsibility  for 
healing  social  ills  is  a  constant,  underlying  assumption  in 
the  evolution  and  history  of  the  corporation  in  America, 
even  as  organizations  resisted  this  encroachment  on  their 
perceived  freedom.   When  the  courts  permitted  corporations 
to  deduct  contributions  made  to  charity,  the  "debate"  on  the 
social  responsibility  began.   The  "Five  Percent  Amendment" 
and  the  Social  Security  Act  had,  in  the  mind  of  some, 
exacted  too  high  a  cost  from  corporations .   In  defense  of 
the  corporate  economic  role,  several  economists  argued 
against  further  infringement  of  corporate  boundaries  by 
framing  this  issue  in  terms  of  business'  role  in  society. 

Corporate  Social  Responsibility;  History  of  the  Debate 
If  it  is  fair  to  say  that  there  has  been  a  debate  about 
the  nature  of  corporate  social  responsibility,  it  can  be 
said  that  scholars  during  the  1950s  articulated  the  opposing 
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poles  of  the  discussion.   Is  it  really  proper  for  a  corpor- 
ation to  commit  assets  to  meet  social  needs?   Is  its  role 
more  exclusively  to  provide  jobs,  return  profit,  and  main- 
tain productivity? 

But  this  inquiry  has  rather  broad  implications  about 
the  nature  and  goals  of  capitalism  itself.   Even  if  the 
corporation  is  considered  to  be  limited  in  scope  of  activity 
to  its  specifically  economic  achievements,  then  what,  if 
anything,  are  the  broader  moral  benefits  of  those  economic 
goals?   Is  society  ultimately  served  by  the  self-interest  of 
its  members,  as  Adam  Smith  postulated?   If  the  economic 
goals  of  capitalism  are  beneficial,  what  are  the  moral 
implications  for  civil  society?  These  are  essential 
questions  that  I  shall  address  as  this  work  progresses. 

H.R.  Bowen  (1953:  6)  started  the  contemporary  debate 
with  the  proposition  that  businessmen  have  an  obligation  to 
society,  an  obligation  "to  pursue  those  policies,  to  make 
those  decisions,  or  to  follow  those  lines  of  action  which 
are  desirable  in  terms  of  the  objectives  and  values  of  our 
society."   Richard  Eells  (1960)  argued  that  business  cannot 
be  considered  in  isolation  from  the  broader  social  context 
in  which  it  operates .   He  advanced  the  notion  of  the  well 
tempered  corporation,  one  which  pursues  its  economic  goals 
while  responding  to  the  values  and  needs  of  society  at  any 
given  time. 


82 

The  philosophical/ethical  tenets  of  this  position 
affirm,  first,  the  existence  of  a  social  contract  and 
second,  a  moral  character  inherent  in  corporations  whose 
range  of  obligations  are  continually  debated.   The  social 
contract  with  its  language  of  rights  attributes  to  the 
corporation  an  identity  and  grants  it  jural  status.   The 
corporation  is  a  "fictive  person"  and  as  so  construed  acts 
as  an  individual  in  the  exercise  of  its  rights.   Less  easily 
understood  yet  widely  accepted  in  Western  society  is  its 
moral  character,  if  it  can  act  as  a  moral  agent  and  bear 
responsibility  for  its  action  and  inaction  (Donaldson, 
1982). 

The  debate  on  corporate  social  responsibility  has  not 
been  joined  against  a  corporation's  identity,  that  is 
"fictive  personhood, "  and  concomitant  rights.   Rather  it  has 
been  joined  against  its  moral  nature  which  extends  the 
notion  of  the  responsibility  of  the  business  enterprise 
beyond  what  are  said  to  be  the  sole  concerns  of  business. 
Milton  Friedman  has  been  considered  the  most  outspoken 
advocate  of  a  narrow,  or  limited,  interpretation  of  the 
extension  of  responsibility.   The  primary  responsibility  of 
business  is  to  do  business,  to  produce  and  be  a  productive 
enterprise.   Society  benefits  from  productivity. 

Friedman  (1962:  133)  argued  in  very  strong  terms,  "Few 
trends  could  so  thoroughly  undermine  the  very  foundations  of 
our  free  society  as  the  acceptance  of  corporate  officials  of 
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a  social  responsibility  other  than  to  make  as  much  money  for 
their  stockholders  as  possible."   Morality  is  the  obliga- 
tion to  make  the  corporation  profitable.   Thus  profit  making 
becomes  the  over-riding  ethic.   In  seeking  profitability 
market  forces  will  see  to  it  that  society  benefits.   There- 
fore, the  market  (transactions)  defines  welfare  and  public 
good,  and  will  enforce  morality  as  it  affects  transaction 
decisions — at  least  that  is  the  theory. 

During  the  1950s  three  other  outspoken  positions 
defended  this  type  of  thinking.   Theodore  Levitt  (1958)  was 
concerned  that  a  "responsibility  syndrome"  was  being  used  as 
a  stock  pile  against  capitalist  ideology.   He  maintained 
(Levitt,  1958:  49)  that  businessmen  had  two  responsibil- 
ities— to  be  civil  and  to  seek  material  gain.   Anything  else 
was  a  detraction  from  the  goals  of  profit-making.   The 
responsibility  syndrome  (Levitt,  1958:  44)  held  the  prospect 
of  a  new  feudalism  that  would  limit  the  freedom  of  everyone 
as  the  corporation  assumes  "all  embracing  duties,  obliga- 
tions, and  finally  powers — ministering  to  the  whole  man  and 
molding  him  and  society  in  the  image  of  the  corporation's 
narrow  ambitions  and  its  essentially  anti-social  needs." 

Kelso  and  Adler  (1958)  defended  the  corporation  in  the 
language  of  property  rights  and  the  restrictive  notions  of 
previous  decades .   The  corporation  is  an  instrument  of 
property  rights  and  must  be  protected  as  such.   A  manager 
should  have  no  authority  to  direct  company  resources  to  any 
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goal  other  than  to  return  profits  to  the  owners .    They 
argued  (Kelso  and  Adler,  1958:  211),  "For  the  management  of 
a  corporate  enterprise  to  dispose  of  what  rightfully  belongs 
to  its  stockholders  without  their  free,  present  and  affir- 
matively expressed  consent  is  despotism  and  it  remains 
despotism  no  matter  how  benevolent  or  wise  management  is  in 
acting  for  what  it  thinks  to  be  in  the  'best  interests'  of 
its  stockholders . " 

Similarly,  J. A.  Livingston  (1958)  argued  that  execu- 
tives had  developed  a  two-sided  morality,  one  face  toward 
the  public,  the  other  to  the  stockholders.   He  argued  that 
as  employees  their  prime  concern  should  be  managing  the 
stockholders'  wealth  and  property.   Corporate  managers  are 
employees  and  respond  to  the  owners,  the  stockholders.   It 
is  not  their  prerogative  to  spend  the  money  of  the  owners 
without  consent  nor  to  embark  upon  courses  of  action  which 
reduce  return  to  them. 

These  are  ideas  echoed  by  Peter  Drucker  (1974)  who 
maintained  that  being  active  on  behalf  of  the  community  and 
furthering  its  causes  is  a  burden  that  should  not  be  placed 
upon  managers .   As  employees  and  leaders  they  should  act 
morally  and  be  guided  in  their  decisions  by  deliberately 
seeking  no  harm.   Their  prime  obligation  is  to  keep  their 
companies  productive  and  a  fortiori   profitable. 

These  arguments  are  even  more  interesting  when  one 
considers  the  events  of  the  1950s.   The  economy  was 


85 
prospering.   Labor  strife  and  conflict  led  to  organized 
labor's  most  stunning  successes.   In  most  major  industries, 
salaried  managers  made  unprecedented  concessions  to  labor. 
Those  arrangements  had  major  impact  on  business,  society, 
and  the  life  style  of  Americans.   Small  wonder  that  econo- 
mists argued  that  corporate  America  go  slow  in  granting 
concessions  in  benefits. 

The  more  restrictive  notion  of  Friedman  and  the  • 
expansive  position  of  Eel Is  (1960)  and  Bowen  (1953)  have 
become  the  two  opposing  poles  of  the  argument.   Yet,  I  find 
this  argument  to  be  very  unsatisfactory  and  altogether 
limited.   I  continue  to  argue  that  the  corporation  is  a 
social  institution  and  is  part  of  a  larger  sociopolitical 
reality.   Therefore,  the  restrictive  notion,  still  common 
among  business  people  and  scholars,  that  a  business  corpor- 
ation is  more  an  instrument  of  the  market  than  a  part  of  and 
product  of  social  processes  is  unsettling. 

{ 
Philosophical  Problems  and  the  Social  Sciences 

Macro  level  theories  have  expanded  the  scope  of  these 
arguments  and  attempted  to  explain  the  relationship  between 
business  and  society  in  terms  of  the  influence  that  each 
exerts  on  the  other.   The  concern  for  understanding  the  ills 
of  society,  its  values  and  the  transformation  of  its  values 
has  been  stated  very  strongly  in  recent  years .   In  parti- 
cular, three  examples  of  social  science's  attempt  to 
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explicate  the  interrelation  between  business,  or  the 
economic  sector,  and  society  and  the  organizational  impact 
of  the  economic  sector  on  society  as  a  whole  have  raised  the 
level  of  abstraction.   These  are,  first,  Daniel  Bell's  work 
on  capitalism's  loss  of  legitimacy;  second,  Bellah's  et  al . 
eloquent  exposition  of  a  deep-rooted  cultural  debate  cur- 
rently underway;  and  Wolfe's  disturbing  questioning  of 
personal  responsibility. 

Daniel  Bell  (1976)  argued  that  American  capitalism  has 
lost  its  legitimacy.   Early  in  U.S.  history  commercial 
enterprise  was  bolstered  by  its  embeddedness  in  local 
communities  and  the  community  values  expressed  in  the 
Protestant  Ethic.   Concern  for  one's  neighbor  and  reward  for 
one's  labor  were  vital  aspects  of  community  life.   Work  was 
holy;  it  was  a  means  to  personal  sanctification.   That  ethic 
has  been  replaced  by  hedonism  which  promises  a  life  of  ease 
and  luxury  and  exonerates  the  unrestrained  quest  of  personal 
greed.   As  a  result.  Bell  (1976:  84)  argued,  "the  social 
order  lacks  either  a  culture  that  is  a  symbolic  expression 
of  any  vitality  or  a  moral  impulse  that  is  a  motivational  or 
binding  force."   Greed  and  hedonism  had  so  infiltrated  the 
social  order  that  the  values  of  the  economic  sector  had 
corrupted  social  values. 

One  of  Bell's  (1976:  278)  solutions  is  the  reaffir- 
mation of  our  liberal  tradition.   Liberalism  respects  the 
separation  of  powers  and  realms  within  society  and  the 
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freedom  from  government  interference  in  those  realms — 
economic,  religious,  and  private  sectors.   He  maintained 
that  a  reaffirmation  of  "the  public  household"  would  provide 
legitimacy  to  those  institutions  that  actually  shape  the 
continuity  of  personal  relations  and  values. ^^ 

Robert  N.  Bellah  et  al.  (1985)  expressed  the  same 
concerns  but  in  a  more  thorough  way.   These  authors  argued 
that  a  cultural  debate  is  always  a  debate  about  the  history 
and  the  future  of  a  people.   They  show  how  the  founding 
traditions  of  American  life,  biblical  communitarianism, 
republicanism,  expressive  and  utilitarian  individualism, 
have  been  changed  in  the  course  of  American  history.   They 
explained  how  the  force  of  justice  and  individual  freedom 
have  led  to  ambiguity  in  society,  an  ambiguity  expressed 
even  in  the  strongest  myths  produced  by  this  culture.   They 
analyzed  the  influence  of  what  they  call  a  "managerial 
ethos"  and  a  "therapeutic  ethos"  on  society  and  the  values 
of  individuals . 

According  to  them  (Bellah  et  al.,  1985:  50),  a  change 
in  American  life  has  occurred  during  this  century.   It  is  a 


^'This  position  is  reminiscent  of  that  of  Polanyi  and 
Dumont.  Polanyi  (1957)  demonstrated  how  in  pre-industrial 
societies  the  economic  realm  was  embedded  in  sets  of  social 
relations.   Dumont  (1977)  elaborated  a  position  in  which  he 
questioned  the  very  morality  of  capitalism  itself.   Capi- 
talism was  a  drastic  change  in  events  and  values  in  which 
the  relationship  between  people,  even  in  the  economic  realm, 
gave  way  to  the  primacy  of  the  relationship  between  people 
and  things.   Unabashed  self-interest  was  given  free  reign 
and  morality  was  called  into  question. 
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change  from  a  society  in  which  economic  and  interpersonal 
relationships  were  perceived  as  pertaining  to  a  context  of 
broader  common  life  to  a  "society  vastly  more  interrelated 
and  integrated  economically,  technically,  and  functionally. 
Yet  this  is  a  society  in  which  the  individual  can  rarely  and 
with  difficulty  understand  himself  and  his  activities  as 
interrelated  in  morally  meaningful  ways  with  those  of 
others."   They  advocated  a  return  to  the  values  of  civil 
society  in  which  an  individual  would  be  able  to  define 
oneself  in  terms  of  relations  to  community  members  and  not 
in  terms  of  one's  isolated,  individual  self  alone. 

Wolfe  (1989)  claimed  that  the  values  of  capitalism  have 
thoroughly  whitewashed  traditional  values.   He  raised  a 
question  which  became  the  central  theme  of  his  book  and 
litmus  test  for  moral  action — Who  will  tell  me  how  to  treat 
the  stranger?  Our  society  no  longer  has  recourse  to  its 
traditional  sources  of  moral  authority  which  guided  action 
and  reasoning.   We  no  longer  turn  to  religion  as  a  moral 
guide  and  giver  of  universal  values .   Nor  do  we  turn  to 
philosophy  which  has  bankrupted  itself  in  the  turn  toward 
the  subject  and  its  efforts  at  establishing  universal  rules 
of  reason.   Nor  do  we  turn  to  literature  which  embodies  the 
values  and  myths  of  our  culture.   Finally,  politics  no 
longer  speaks  a  language  of  compelling  moral  obligation,  not 
even  to  the  common  good,  as  it  has  become  prey  to  powerful, 
private  interest  groups  (Wolfe,  1989:  1-19). 
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Wolfe  argued  that  Western  society's  evolution  has 
restricted  contemporary  members  to  only  three  sources  for 
moral  reasoning,  economics,  politics,  and  civil  society. 
These  are  overlapping  but  distinct  social  systems.   The 
agency  of  each  system  is,  respectively,  the  market,  the 
state,  and  civil  society. 

Using  the  example  of  the  United  States  as  a  country  in 
which  the  market  and  its  values  have  dominated,  Wolfe  argued 
in  a  way  similar  to  Bell  and  Bellah.   The  values  of  the 
market  system  and  its  dynamics  in  a  vast  mass  society  have 
been  so  thoroughly  integrated  into  our  lives  as  to  transform 
our  traditional  institutions.   The  family,  the  local  com- 
munity, the  school  have  been  so  changed  by  the  market  based 
morality  of  consumerism,  greed,  and  individualism,  that  none 
can  help  answer  the  key,  critical  question — how  to  care  for 
the  stranger  when  99.9%  of  our  social  world  is  in  the 
"stranger"  category.   Clearly  individualism  and  profit 
seeking  in  the  Chicago  economic  modeling  sense  (Becker, 
1976)  lead  to  extraordinarily  repugnant  moral  outcomes; 
e.g.,  a  market  for  child  adoptions,  an  educational  system 
that  sees  schools  as  shopping  malls,  students  as  buyers, 
teachers  as  sellers,  and  an  over-riding  sense  that  the 
public  good  is  the  automatic  summation  of  private 
individualistic  greed.   This  is  the  dilemma,  moral, 
structural,  and  individual,  that  our  modern  world  has 
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evolved  for  the  sake  of  our  economic  well-being  and  our 
hedonistic  comfort. 

The  problem  is  not  simply  solved  by  swinging  to  a 
socialist  pole  from  a  free  market  ideology  and  measure  of 
morality.   In  a  detailed  and  sophisticated  analysis  of 
societies  in  which  the  state  has  come  to  dominate,  Wolfe 
demonstrated  how  the  welfare  state  of  the  Scandinavian 
societies  has  also  failed  to  answer  the  question  satis- 
factorily.  The  welfare  states  have  effectively  removed  the 
individual  from  the  possibility  of  making  moral  decisions  in 
the  care  of  others.   Instead,  the  state  has  assumed 
responsibility  for  moral  obligations  thereby  relieving 
individuals  from  those  concerns.  What  is  at  stake  is  the 
necessity  to  preserve  the  individual's  commitment  to  society 
as  a  rational  decision  maker  and  as  a  rational  moral  agent. 
If  both  the  market  model  and  the  welfare  state  are  failures, 
the  task  of  assigning  moral  obligation  should  be  assigned 
neither  to  the  marketplace  nor  to  the  state. 

Wolfe  (1989:  13)  advocated  a  rediscovery  of  civil 
society  as  a  safeguard  of  moral  choice  and  commitment:  "To 
revive  the  notions  of  moral  agency  associated  with  civil 
society  is  to  begin  the  development  of  a  language  appro- 
priate to  addressing  the  paradox  of  modernity  and  to  move  us 
away  from  techniques  that  seek  to  displace  moral  obligations 
by  treating  them  purely  as  questions  of  economic  efficiency 
or  public  policy. "   For  Wolfe  it  becomes  the  task  of  social 
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science  to  quest  for  moral  guidance  in  the  rediscovery  of 
values  and  obligations. 

Whether  or  not  social  science  can  accomplish  this  task, 
or  indeed,  whether  or  not  it  should  do  so  remains  to  be 
seen.   Nevertheless,  there  is  a  need  for  a  more  vital  com- 
munity life  and  a  rediscovery  of  face-to-face  interpersonal 
relations  in  order  to  revive  a  sense  of  morality.   To  place 
responsibility  for  social  concerns  exclusively  on  the 
shoulders  of  either  business  or  government  is  to  displace 
moral  agency.   Yet,  modern  society  seems  to  have  strong 
predilections  in  this  direction. 

These  concerns  bring  the  argument  back  to  the  notion  of 
civil  society.   Civil  society  not  only  addresses  the  freedom 
of  sectors  of  society  from  government  interference  but  it 
also  directly  addresses  the  nature  of  moral  agency  and  the 
degree  to  which  all  social  relations  as  well  as  economic  and 
political  negotiations  are  governed  by  a  sense  of  humani- 
tarian ethic  and  concern  for  other. 

This  is  one  of  the  most  critical  concepts  in  the 
debates  on  the  social  responsibility  of  business  because  it 
assumes  some  constant  degree  of  freedom  of  the  non- 
governmental parts  and  sectors  of  society  from  government 
interference.   It  offers  the  most  concise  and  critical 
perspective  on  the  displacement  of  moral  responsibility. 
This  is  so  because  civil  society  is  supported  by  and  only 
makes  sense  in  the  context  of  individual  responsibility  and 
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cooperation  toward  the  common  good.  Individuals  and  groups 
defend  themselves  and  define  themselves  in  relation  to  each 
other.  The  freedom  of  individuals  and  groups  is  respected. 
Power  is  balanced  for  the  common  good. 

David  Held  (1987)  and  Adam  Seligman  (1992)  asserted 
that  the  notion  of  civil  society  is  one  of  the  principle 
tenets  of  modern  liberalism  and  must  be  respected.   Tracing 
the  development  of  the  notion  in  the  writings  of  Rousseau, 
Locke,  and  J.S.  Mill,  Held  (1987)  maintained  that  in  our 
system  the  autonomy  of  individuals  and  the  autonomy  of  areas 
of  social  life  needs  to  be  respected  as  a  guarantor  of  the 
full  participation  of  all  citizens  in  democratic  process. 
An  impersonal  structure  of  government  within  the  framework 
of  constitutional  law  is  essential  to  protect  rights  and 
guarantee  a  diversity  of  power  centers  in  society,  the 
importance  of  promoting  competition,  and  public  debate.   For 
Seligman  (1992)  the  underlying  feature  in  the  development  of 
the  notion  of  civil  society,  from  Rousseau,  to  the  Scottish 
Enlightenment,  to  Kant,  Hegel,  and  even  Marx,  is  the  separ- 
ation of  the  state  from  society  for  the  sake  of  partici- 
patory democratic  order.   The  state  cannot  replace  civil 
society  nor  should  civil  society  ever  replace  the  state. ^° 


^° "Within  the  history  of  liberalism  alone  the  concept 
of  ^ civil  society'  has,  of  course  been  interpreted  in  a 
variety  of  different  ways.  .  .  .  There  is  a  profound  sense, 
moreover,  in  which  civil  society  can  never  be  ^separate' 
from  the  state;  the  latter,  by  providing  the  overall  legal 
freunework  of  society,  to  a  significant  degree  constitutes 
the  former.   Nonetheless,  it  is  not  unreasonable  to  claim 
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But  Held's  (1987:  282)  concern  is  that  the  procedures 
of  the  liberal  democratic  state  have  not  been  able  to 
encourage  the  full  participation  of  individuals  and  that  the 
state  has  not  been  capable  of  creating  an  organizational 
force  to  adequately  regulate  civil  power  centers. ^^ 

Held's  (1987:  298)  ultimate  proposition  is  that  the 
legitimacy  of  the  political  order  is  the  result  of  "inter- 
dependencies  between  political,  economic  and  social  insti- 
tutions and  activities  which  divide  power  centres  and  which 
create  multiple  pressures  to  comply.   State  power  is  a 
central  aspect  of  these  structures  but  it  is  not  the  only 
key  variable."   The  legitimacy  of  civil  society  is,  there- 
fore, the  result  of  an  ongoing  process  of  negotiation  and 
compromise,  crucial  to  the  effectiveness  of  parliamentary 
democracy  and  freedom  for  all  the  parts  of  civil  society. 


that  civil  society  retains  a  distinctive  character  to  the 
extent  it  is  made  up  of  areas  of  social  life — the  domestic 
world,  the  economic  sphere,  cultural  activities,  and  poli- 
tical interaction — which  are  organized  by  private  or  volun- 
tary arrangements  between  individuals  and  groups  outside  the 
direct   control  of  the  state"  (Held,  1987:  281). 

^^Held  excunines  models  of  democracy  from  Athens  to 
contemporary  America.  His  most  compelling  arguments  involve 
a  discussion  of  the  New  Right,  as  espoused  by  Hayek  and 
Nozick,  and  the  New  Left,  as  exemplified  by  Poulantzas  and 
Pateman.   He  agrees  with  Hayek  on  the  importance  of 
constitutional  law,  the  rule  of  law  as  the  guarantor  of 
individual  freedoms  and  the  critical  restraint  on  coercive 
power  (Hayek,  1976).   On  the  other  hand,  he  is  concerned 
that  respect  for  individual  rights  has  led  to  the  growth  of 
centers  of  power  within  society  that  can  also  erode  the 
rights  of  society  and  can  shape  the  events  of  everyday  life. 
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However,  civil  society  is  more  than  politics.   At  its 
root  is  the  relationship  of  citizens  to  each  other  and  a 
moral  context  of  all  social,  economic,  and  political 
relations.   Crucial  to  the  notion  is  not  only  whether  the 
state  has  the  organizational  force  to  regulate  diverse  power 
centers  but  whether  social  institutions  are  capable  of 
generating  ethical  norms  of  sympathy  and  concern.   This  is 
precisely  the  issue  for  Wolfe,  Bellah,  and  Bell.   From 
whence  flows  the  moral  context  of  social  relations  if 
institutional  ethics  have  penetrated  all  social  relations? 

Therefore,  civil  society  is  bipolar  in  nature.   On  the 
one  hand  it  defends  the  freedom  of  individuals  and  groups 
from  state  interference  and  the  regulation  of  diverse  power 
centers  for  the  common  good.   On  the  other  hand,  it  has  a 
moral  basis  of  sympathy  and  concern  for  others  that  comes 
from  the  intimate  and  private  sectors  of  social  relations 
but  seems  to  be  lost  in  the  transformation  of  American 
values  as  a  result  of  the  corporate  revolution.   Both  poles 
are  discernible  in  the  history  and  discussions  of  corporate 
social  relations. 

At  times,  the  state  has  come  to  the  defense  of 
citizens  against  the  power  of  the  corporations  as  in  the 
eventual  recognition  of  organized  labor  and  the  rather 
constant  restraint  of  monopoly  delineated  in  anti-trust 
legislation.   On  the  other  hand,  the  state's  policy  of 
defending  the  rights  and  freedoms  of  business  has  been 
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strongly  felt  in  the  course  of  history.   The  reluctance  to 
grant  the  corporation  a  tax  exemption  for  charitable 
contributions  is  an  example  of  the  state's  defense  of  the 
purely  economic  nature  of  business.   Thus  the  freedom  of 
economic  interests  to  do  business  as  an  independent  sector 
of  society,  with  all  of  the  baggage  of  rights  implied  by 
classic  liberalism,  has  been  an  important  premise  in  the 
debates  on  corporate  responsibility,  whether  or  not  it  is 
recognized  by  participants  in  the  debates. 

Precisely  because  corporations  have  become  such  a 
dominant  form  of  social  organization,  how  it  uses  its  wealth 
and  influence  and  what  the  broader  moral  implications  of  the 
ethic  of  the  market  place  might  be  are  two  selecting  forces 
in  the  course  of  evolutionary  development  of  the  corpor- 
ation.  They  are  also  significant  forces  in  the  ever 
emerging  process  of  American  civil  society  itself. 

And  finally,  in  my  analysis,  freedom  always  implies 
responsibility.   The  greatest  strength  of  civil  society  lies 
not  only  in  the  constant  balancing  of  diverse  power  centers. 
Its  strength  lies  in  the  degree  of  personal  and  collective 
responsibility,  sense  of  morality,  that  freedom  can  gen- 
erate.  That  is  its  greatest  challenge  under  the  "rule  of 
law.  " 
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Conclusions 

This  chapter  presented  the  ways  that  corporations  and 
corporate  leaders  have  responded  to  social  ills,  the  legal 
developments  and  contexts  of  the  use  of  corporate  assets, 
and  ideas  of  some  economists  and  social  theorists  about  the 
nature  of  the  firm  and  the  influence  of  capitalism  on 
society.   The  principle  tenets  of  the  issue  of  corporate 
social  responsibility  are  relatively  clear.   A  firm  is 
either  considered  as  a  purely  economic  entity  whose  purpose 
is  to  pursue  profit  and  is  granted  the  freedom  to  do  so,  as 
typified  by  Milton  Friedman's  position,  or  it  is  seen  as  a 
dominant  instrument  of  social  organization  whose  operations 
directly  touch  a  wide  array  of  sectors  in  society.   The  ways 
it  touches  those  sectors  and  the  actions  it  takes  is  the 
result  of  negotiation  between  independent  actors . 

In  the  late  19th  and  early  20th  centuries  the  issues 
were  whether  or  not  the  corporations  were  responsible  for 
the  poor  living  conditions  of  some  workers  and  their  social 
and  educational  deficiencies.   Many  business  leaders  contri- 
buted to  organizations  such  as  the  Community  Chest  and  the 
YMCA.   The  philanthropists  side-stepped  that  question  of 
culpability  in  the  belief  that  their  success  demanded  that 
they  contribute  to  the  welfare  of  society  as  a  whole.   If 
they  truly  believed  in  the  survival  of  the  fittest  as 
espoused  by  Spencer  and  embraced  by  Carnegie,  then  perhaps 
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they  felt  no  obligation  to  ethically  review  their  business 
practices . 

The  concept  of  civil  society  has  been  invoked  as  an 
interpretive  framework  for  understanding  the  interrelation 
of  society's  parts.   The  notion  of  civil  society  speaks  a 
language  of  rights.   It  also  supposes  an  ethical  content  of 
all  social  relations  and  permits  the  questioning  of  the 
ethical  intent  in  those  same  relations. 

One  of  the  strong  voices  in  support  of  civil  society 
cautioned  that  to  attribute  social  concerns  to  business  is 
to  do  an  ultimate  disservice  to  society.   The  dissenting 
voice  is  worth  hearing.   Hayek  (1967)  argued  that  the  only 
reason  to  allow  corporate  managers  to  dedicate  funds  to 
charity  would  be  because  that  might  be  considered  desirable 
by  those  same  executives.   However,  this  would  change  the 
goals  and  purposes  of  corporations  which  exist  to  serve  the 
expressed  needs  of  the  individuals  who  have  formed  them. 

More  importantly,  he  argued,  to  allow  management  the 
freedom  to  spend  corporate  resources  in  areas  that  are 
deemed  socially  responsible  would  grant  to  the  corporations 
powers  that  are  beyond  their  true  purpose  and  nature.   To  do 
so,  he  strongly  contended  (Hayek,  1967:  305),  "would  not 
only  vest  powers  over  cultural  decisions  in  men  selected  for 
capacities  in  an  entirely  different  field,  but  would  also 
establish  a  principle  which,  if  generally  applied,  would 
enormously  enhance  the  actual  powers  of  corporations."   That 
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would  destroy  the  tenets  and  foundation  of  society.   The 
notion  of  civil  society  defends  the  rights  of  independent 
sectors .   Encroachment  of  any  one  sector  into  another  erodes 
the  foundation. 

For  Bell,  Bellah,  and  Wolfe  that  erosion  has  already 
beg\in,  not  because  business  has  assumed  too  much  responsi- 
bility in  society,  but  because  the  ethic  of  the  market  place 
has  so  thoroughly  diffused  throughout  the  social  system. 
Traditional  communitarian  values  and  interpersonal  relations 
have  been  transformed.   One  of  the  pillars  of  the  civil 
society  is  eroding. 

It  seems  to  me  that  the  demand  that  corporations  be 
socially  responsible  represents  an  assertion  of  rights  by 
the  non-economic  sectors .   The  demands  by  watch-dog  groups , 
citizens  organizations,  and  regulatory  agencies  that  corpor- 
ations act  responsibly  is  an  expression  of  an  implicit 
premise  of  civil  society.   Ncunely,  diverse  power  centers 
must  work  together  toward  the  common  good  which  itself  is  a 
result  of  negotiation  and  interdependencies. 

As  such,  it  is  also  an  expression  of  the  urgent  quest 
for  moral  responsibility.   This  dimension  of  responsibility 
and  moral  agency  needs  to  be  more  adequately  discussed.   As 
mentioned  above,  the  corporation's  identity  and  jural  status 
have  not  been  the  object  of  concern.   Rather  its  moral 
nature  has  been  and  continues  to  be  a  major  concern,  even  as 
power  centers  jockey  for  power  and  influence  in  society. 
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What  has  been  less  easily  understood  is  the  range  of 
moral  agency  and  concomitant  responsibility  that  a  corpora- 
tion and  corporate  actors  exercise.   The  moral  nature  and 
ethical  posture  of  corporations  and  corporate  agents  is  the 
target  of  serious  philosophical  thought  and  scientific 
investigation.   In  investigating  the  moral  agency  of 
corporate  actors,  all  of  the  underlying  issues  of  civil 
society  emerge,  as  well  as  new  expressions  of  social  forces 
and  cultural  values  that  have  shaped  corporate  development. 
The  query  into  moral  agency  also  shows  the  latest  and  most 
current  organizational  responses  to  society  at  large. 


CHAPTER  3 

REVIEW  OF  RESEARCH  ON 

CORPORATE  SOCIAL  RESPONSIBILITY 

AND  DERIVATION  OF  A  SYNTHETIC  APPROACH 


Introduction 

Power  poses  problems.   As  a  major  economic  resource  and 
power  center  in  society,  the  corporation  has  faced  and  still 
faces  moral  dilemmas.   The  first  arguments  about  those 
dilemmas  focused  on  a  somewhat  abstract  debate  about  the 
proper  role  of  business  in  society,  as  discussed  in  the 
previous  chapter.   But  as  the  moral  nature  of  corporations 
and,  indeed,  the  moral  nature  of  all  centers  of  power 
including  government  was  questioned  in  the  post  war  years, 
business  organizations  responded  in  new  ways  to  social  need 
and  to  social  pressure. 

In  this  chapter,  I  present  the  general  patterns  of 
organizational  response  to  social  needs  and  discuss  the 
scientific  literature  associated  with  them.   I  discuss  the 
inadequacies  of  the  scientific  studies  and  then  present  my 
approach  to  the  problem  of  corporate  social  responsibility. 
It  is  a  synthetic  approach  that  melds  the  most  significant 
aspects  of  the  social  and  economic  evolution  of  the 
corporation  and  postulates  about  its  future  trajectory. 
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Two  large  and  somewhat  distinct  areas  of  corporate 
response  occurred  since  the  Second  World  War,  and  are 
especially  evident  since  the  Vietncim  War.   The  first  area  of 
response  and  investigation  is  the  area  of  business  ethics 
and  the  elaboration  of  codes  of  ethics .   Perhaps  due  in 
large  measure  to  increasing  social  pressure,  corporations 
have  become  concerned  about  ethical  dilemmas .   The  question 
of  moral  agency  and  responsibility  began  to  be  addressed  by 
corporate  executives  and  social  scientists.   Profit  maxi- 
mizing poses  moral  dilemmas  in  areas  internal  to  corporate 
operations  as  well  as  in  policy  that  affects  relations  with 
external  parties.   Once  again,  moral  agency  is  predicated 
upon  the  identity  or  jural  status  enjoyed  by  corporations  as 
f ictive  persons . 

The  second  area  of  response  is  much  broader  in  scope. 
Corporations  engage  society  in  many  ways.   There  is  A  wide 
array  of  legal,  ethical,  economic,  and  even  discretionary 
responses  of  corporations  to  society,  behavior  that  goes 
beyond  the  purely  economical  pursuits  of  business.   What 
these  areas  are  and  how  they  have  been  studied  is  the  second 
area  that  I  present  below. 

Then  I  shall  proceed  to  outline  my  own  approach  to  the 
phenomenon  of  corporate  social  responsibility.   My  theory 
continues  the  major  parameter  of  this  study.   That  is,  it 
uses  the  logics  of  evolutionary  epistemology  and  examines 
the  possible  avenues  of  evolutionary  growth  of  the 
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corporation.   The  discussion  outlines  my  research  into  the 
problem  and  sets  the  stage  for  an  examination  of  the 
fieldwork. 

On  Business  Ethics 

The  pursuit  of  an  ethical  standard  with  which  to  judge 
the  activities  of  business  men  and  women  has  been  multi- 
faceted.   It  touches  the  philosophical  assumptions  of 
Western  moral  thinking  as  well  as  the  political  assumptions 
of  the  liberal  tradition  and  civil  society.   Business  ethics 
have  become  such  a  part  of  American  life  that  hardly  a  day 
passes  without  first  page  news  stories  depicting  the  latest 
trials  or  accusations,  from  inside  trading  on  Wall  Street  to 
the  Savings  and  Loan  scandal,  to  sexual  and  racial  discrim- 
ination and  harassment  in  the  work  place. ^^  Within  the 
past  few  years  many  companies  have  instituted  a  senior 
position  of  ethics  officer  or  ethics  ombudsman  to  handle 
internal  problems  of  ethical  and  legal  sensitivities. 

Since  the  search  for  business  ethic  has  been  such  a 
commanding  dynamic  in  the  social  sciences  as  well  as  for 
business,  a  review  of  representative  literature  of  the  most 
salient  dimensions  of  the  business  ethics  situation  is 
essential.   One  of  the  basic  assumptions  in  the  pro-ethics 


"Even  a  special  Fall  1990  College  Edition  of  the  Wall 
Street   Journal's    "   Managing  Your  Career"  Offers  advice  to 
job-seekers  regarding  how  ethical  principles  can  guide  their 
choice  of  a  job. 
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side  of  the  problem  is  the  notion  that  a  healthy  business 

ethic  is  necessary  for  the  preservation  of  our  political 

system  and  of  our  way  of  life.   Thus  former  Secretary  of 

Treasury  William  Simon  (1976:  405-406)  expressed: 

There  are  overwhelming  moral  grounds  for  a  strong 
business  ethic.  History  teaches  us  that  no  free 
society  or  free  economy  can  long  survive  without 
an  ethical  base.  It  is  only  through  a  shared  moral 
foundation — a  set  of  binding  ground  rules  for  fair 
conduct — that  free  associations,  be  they  social, 
diplomatic,  or  coimnercial,  can  flourish  and 
endure.   Far  from  being  a  luxury,  a  sound  business 
ethic  is  essential  to  the  preservation  of  free 
enterprise.   The  real  question  facing  the  American 
business  community  today  is  not  whether  it  can 
'afford'  strong  ethical  standards,  but  how  much 
longer  it  can  go  on  without  them.^^ 

According  to  Simon,  the  development  of  a  business  ethic 
is  a  necessary  foundation  for  free  society  and  free  economy. 
Significantly  over  200  years  ago  Adam  Smith  (1976)  expressed 
a  very  similar  concern  in  his  Theory  of  Moral  Sentiments . 
He  argued  that  the  social  and  economic  order  needed  a  moral 
basis,  defined  in  terms  of  a  sympathy  learned  through 
empathy  and  concern  for  others,  as  its  cohesive  force  and 
means  of  combatting  corruption. 

Ethicists  in  the  area  of  business — society  relations 
are  no  less  concerned  for  the  revitalization  of  the  sense  of 
the  conscientious  concern  for  others  than  social  scientists. 
For  example,  Goodpastor  and  Mathews  (1982)  argue  against  the 


^^William  E.  Simon,  "A  Challenge  to  Free  Enterprise," 
in  Ivan  Hill  (Ed.),  The  Ethical  Basis  of  Economic  Freedom. 
Chapel  Hill,  NC:  American  Viewpoint,  1976,  405-406,  as  cited 
by  Cressey  and  Moore  (1983:  54). 
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strongest  objections  that  corporations  can  have  a  conscience 
which  is  to  be  expressed  in  the  behavior  of  top  management. 
Donaldson  (1982)  also  examines  a  corporation's  moral  situ- 
ation and  argues  that  moral  agency  can  be  attributed  to  a 
corporation  because  of  the  nature  of  the  social  contract 
which  has  permitted  business  to  function  in  the  first  place. 
All  three  argued  that  the  function  of  business  has  grown 
beyond  the  mere  provisioning  of  goods  and  services  to 
society,  its  perceived  original  charter,  to  recognizing 
business  as  a  social  agent  with  responsibility  to  society 
and  those  other  sectors  of  society  outside  the  reach  of  pure 
commercial  transactions. 

Here  the  unsettling  questions  of  Wolfe  are  cogent. 
Ours  is  a  pluralistic  society.   Who  is  to  tell  us,  society 
and  business  alike,  which  are  the  values  and  which  are  the 
norms  that  should  guide  behavior?  One  of  the  answers  to 
that  questions  is  business'  look  to  itself  as  the  mentor  in 
moral  dilemmas.   Over  the  course  of  the  last  30  years  a 
major  response  to  ethical  questions  has  been  the  development 
of  internally  generated  codes  of  ethics.   What  the  codes 
say,  the  issues  addressed,  the  authority  appealed  to  in 
order  to  legitimate  and  sanction  the  codes  are  indicative  of 
business'  perception  of  its  role  in  society  and  the  state  of 
affairs  and  level  of  moral  reasoning  within  the  business 
sector. 
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If  the  very  nature  of  ethical  inquiry  is  to  define  the 
good  to  be  achieved  and  the  means  to  achieve  it,  then  the 
emergence  of  codes  of  ethics  in  contemporary  society  can  be 
seen  as  a  way  of  fostering  the  achievement  of  "the  good"  in 
professional  life  and  commercial  enterprises.   One  philo- 
sopher has  named  five  goals  for  codes  of  conduct  which 
attest  to  the  usefulness  of  the  elaboration  of  these  codes. 
Freedman  (1989)  gave  the  following  five  reasons  for  or 
goals  to  be  achieved  in  the  elaboration  of  professional 
codes  of  ethics.   First,  a  code  identifies  minimal  standards 
of  conduct.   It  defines  a  floor  for  behavior  and  serves  as  a 
basis  for  charges  of  misconduct.   Second,  a  code  provides 
some  guidance  in  ethical  dilemmas.   Third,  a  code  can  be 
used  as  an  educational  instrument  within  the  profession. 
Fourth,  the  elaboration  of  a  code  and  its  implementation  can 
generate  discussion  among  professionals  concerning  the  moral 
dimension  of  their  work.   Finally,  a  code  clarifies  expec- 
tations of  what  may  be  demanded  of  a  professional. 

Before  reviewing  several  important  studies  on  corporate 
codes,  it  is  worth  noting  some  skepticism  present  in  the 
discussion.   Carr  (1989)  maintained  that  while  all  of  the 
above  may  be  the  case,  the  elaboration  of  codes  of  conduct 
in  business  may  be  a  bluff  to  ward  off  government  control 
and  regulation.   It  could  also  be  used  as  a  public  relations 
ploy,  a  veneer  masking  other  realities  in  order  to  attract 
customers.   Brenner  and  Molander's  (1977)  influential  survey 
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of  business  leaders  revealed  a  strong  cynicism  among  busi- 
ness leaders  themselves  toward  the  behavior  of  their  peers. 
These  leaders  expressed  a  belief  that  the  desire  to  achieve 
competitive  market  advantage  is  the  most  dominant  value 
among  business  people.   The  concern  for  ethics  is  a 
secondary  influence  on  action.   They  also  expressed  a 
conviction  that  ethical  codes  alone  will  not  improve 
corporate  conduct. 

Weller  (1988)  recognized  the  presence  of  the  skepticism 
and  developed  a  series  of  hypotheses  that  should  be  tested 
to  measure  the  effectiveness  of  corporate  codes  of  ethics. 
Weller  was  responding  to  critics  who  questioned  whether  the 
self -regulation  inherent  in  the  very  notion  of  codes  of 
ethics  can  be  an  effective  means  of  control." 


*While  thxs  article  reads  more  as  a  list  of  untested 
but  recommended  hypotheses,  it  seems  useful  to  explore  the 
nature  of  the  questioning  posed  by  Weller.   Self -regulation 
IS  perceived  to  be  ineffective.   Thus  he  develops  several 
to-be-tested  hypotheses.  A  sampling  of  them  is  illustrative: 
Hypothesis:  An  ethical  code  will  be  more  effective  the 

greater  the  presence  of  one  of  the 
sources  of  authority. 
:  The  greater  the  participation  of  middle 

level  management  in  the  development  of 
the  code,  the  greater  its  effectiveness. 
:  A  code  of  ethics  that  makes  its  priorities 
clear  will  be  more  effective  than  a  code 
of  ethics  which  merely  adds  ethical 
rules  to  the  existing  agenda. 
:  The  greater  the  congruence  of  a  code  of 
ethics  with  the  preexisting  values  of 
the  employees,  the  greater  the 
effectiveness  of  the  code. 
:  The  greater  the  perceived  personal 

advantages  of  employees  in  complying 
with  a  code  of  ethics,  the  greater  the 
effectiveness  of  the  code. 
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Skepticism  aside,  that  some  concern  for  ethical 
behavior  really  does  exist  is  evidenced  by  the  sheer  number 
of  codes  that  have  been  developed.   In  general  these  spell 
out  lists  of  behavior  and  by  implication  bespeak  some  set  of 
values  and  general  ethical  principles. 

Robert  Chatov  (1980)  published  the  results  of  a 
preliminary  study  of  corporate  ethics  statements.   Copies  of 
ethics  codes  were  requested  from  over  one  thousand 
corporations.   There  were  281  useable  responses  received. 
Chatov  categorized  the  issues  addressed  and  compared  them  to 
a  set  of  economic  characteristics  and  the  financial  record 
of  each  corporation  that  responded. 

This  content  analysis  gave  12  ethical  dimensions;  the 
first  describing  what  is  expected  of  employees,  the  rest 
dealing  with  the  firm's  relation  to  its  various  consti- 
tuencies.  Each  of  these  dimensions  contained  various 
variables  and  Chatov  concerned  himself  with  the  first 
dimension  and  its  variables:  the  employee's  relation  to  the 
firm.   There  were  14  separate  variables  mentioned  in  the 
codes  under  this  category. 

The  14  most  frequently  prohibited  employee  behaviors 


are; 


*  extortion,  gifts  &  kickbacks     *  conflicts  of 

interest 

*  illegal  political  payments       *  violations  of  laws 

in  general 

*  use  of  insider  information       *  bribery 

*  falsification  of  corporate       *  violation  of 

accounts  antitrust  laws 


108 


*  moonlighting 

*  violation  of  secrecy 

*  fraud  and  deception 


*  legal  payments 

abroad 

*  ignorance  of  work- 

related  laws 

*  justify  means  by 

goals . 


Chatov  (1980:  28-29)  concluded  that  there  was  sub- 
stantial agreement  among  the  corporations  whose  codes  were 
studied  on  the  areas  of  employee  misconduct.   But  there  was 
little  agreement  on  the  kinds  of  penalties  that  should  be 
issued  for  infractions.   Compliance  and  surveillance 
procedures  seem  to  be  critical  to  the  uniform  application  of 
codes  but  were  not  explicated  in  most  codes.   Nonetheless,  a 
good  assessment  has  been  garnered  regarding  the  content  of 
the  codes.   It  is  interesting  to  note  that  illegal  political 
payments  ranked  first  in  concern  and  occurred  in  a  majority 
of  the  codes.   Chatov  attributed  the  very  proliferation  of 
codes  to  the  post-Watergate  investigations  and  disclosures 
of  misconduct. 

One  of  the  most  important  studies  on  corporate  codes  of 
ethics  was  published  by  Cressey  and  Moore  in  1983.   In  an 
analysis  of  119  codes  of  conduct,  the  authors  suggested  that 
1980s  top  level  management  did  not  share  the  same  concern 
for  ethical  values  that  management  showed  in  the  mid-1970s. 
But  before  discussing  their  conclusions  it  is  important  to 
review  their  method  and  the  results  of  the  analysis. 

Cressey  and  Moore  surveyed  the  collection  of  corporate 
codes  held  by  the  John  H.  Watson  Library  of  the  Conference 


109 
Board  in  New  York.   By  1979,  249  codes  has  been  submitted  to 
the  collection.   The  authors  deemed  119  of  them  suitable  for 
further  study  and  made  an  important  assumption.   They 
assumed  that  these  119  codes  were  representative  of  all  the 
codes  developed  by  American  corporations . 

The  survey  was  undertaken  with  three  objectives.   The 
first  was  to  analyze  and  summarize  the  contents  of  the 
documents.   The  second  goal  was  to  highlight  the  principle 
attitudes  and  assumptions  that  "formed  the  intellectual 
backdrop  of  the  codes . "  And  the  third  goal  was  to  determine 
the  extent  to  which  the  documents  reflected  the  concern  for 
social  responsibility  as  expressed  by  corporate  executives. 

Two  generic  policy  areas  were  identified — conduct  on 
behalf  of  the  firm  and  conduct  against  the  firm.   Over  15 
particular  areas  of  business  were  identified  in  the  two 
broad  areas.   These  areas  are: 

Conduct  on  Behalf  of  the  Firm: 

*  Relations  with  U.S.  governments 

*  Relations  with  customers /suppliers 

*  Employee  relations 

*  Relations  with  competitors 

*  Relations  with  foreign  governments 

*  Relations  with  investing  public 

*  Civic  and  community  affairs 

*  Third-party  commercial  transactions 

*  Environmental  affairs 

*  Host-country  commercial  relations 

*  other 


Conduct  against  the  Firm: 

*  Conflict  of  interest 

*  Other  white-collar  crimes 

*  Personal  character  matters 

*  Other 
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Of  all  these  topics,  only  relations  with  U.S. 
governments,  relations  with  customers/suppliers,  and 
conflict  of  interest  occurred  in  at  least  two  thirds  of  the 
codes.   Half  are  mentioned  in  less  than  one  third  of  the 
codes.   There  is  little  consensus,  then,  among  executives  as 
to  the  subject  matter  of  the  codes,  although  policies 
regarding  conflict  of  interest  received  more  attention  in 
the  codes  than  other  areas.   The  company  interest  was  the 
prime  concern. 

The  second  goal  was  to  highlight  the  assumptions  and 
attitudes  within  the  codes.   The  codes  appealed  to  two 
sources  of  moral /ethical  and/or  legal  authority  embedded  in 
the  codes  in  different  ways.   The  sources  of  authority  or 
legitimation  were  either  external  or  internal .   The  external 
source  of  authority  most  commonly  assumed  was  the  existence 
of  a  social  contract.   Good  citizenship  demands  that 
business  conduct  itself  in  ways  that  are  not  only  legal  but 
also  ethical. 

The  appeal  to  internal  authority,  however,  was  more 
common  as  corporations  tend  to  view  themselves  as 
autonomous .   The  concern  for  ethical  behavior  claims  an 
internal  authoritative  source  which  exists  to  enhance, 
ultimately,  the  business  of  doing  business.   "The  overall 
conclusion,"  according  to  Cressey  and  Moore  (1983:  62),  is 
that  "executives  of  top  corporations  tend  to  look  inward 
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rather  than  outward  when  seeking  a  basis  for  the  authority 
of  their  policies." 

Business  persons  are  urged  to  follow  the  rules  of  the 
game  because  not  to  do  so  might  be  expensive  to  the  company. 
And  very  importantly,  top  executives  tend  to  view  themselves 
as  vested  with  the  power  to  make  and  enforce  ethical  rules 
for  corporation  personnel,  whether  or  not  the  rules  are 
actually  enforced.   Thus  they  feel  some  authority  to  change 
the  rules  of  the  game  that  are  set  by  society's  legal  and 
political  authority. 

Cressey  and  Moore  also  reviewed  the  procedures  for 
compliance  and  surveillance  as  three  fourths  of  the  codes 
contained  some  information  on  compliance  procedures .   Most 
of  them  provide  top-down  oversight  with  internal  regulation 
following  a  "crime  control  model"  which  emphasizes  detec- 
tion, conviction,  and  punishment.   Yet  little  information 
was  garnered  regarding  the  actual  punishment  of  offenders 
and  the  real  penalties  exacted  or  enforced. 

The  conclusions  of  this  study  are  provocative.   First 
there  is  a  tendency  to  believe  that  responding  to  outside 
concerns  about  social  responsibility  and  ethics  does  not 
demand  dialogue  with  society  or  concerned  and  affected 
parties.   Decision  makers  tend  to  view  the  firm  and  its  key 
agents  as  the  ultimate  authority.   Secondly,  executives  tend 
to  see  themselves  as  the  conscience  of  the  corporation, 
although  little  mention  was  made  of  top  level  managers  as 
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role  models.   Thirdly,  there  is  a  belief  that  in-house 
oversight  and  surveillance  procedures  and  exhortations  on 
the  importance  of  ethical  behavior  are  enough  to  ensure  that 
a  firm's  standards  will  be  followed.   Nevertheless,  the 
presence  of  oversight  procedures  does  not  assure  that 
employees  act  in  ethical  ways. 

Perhaps  this  conviction  stems  from  the  kind  of  skep- 
ticism discussed  earlier.   As  we  have  seen,  codes  of  ethics 
are  not  generated  by  internal  pressures  within  the  business 
world.   Rather  they  emerge  in  reaction  to  external  pres- 
sures.  Cressey  and  Moore  (1983:  74)  suggested  that  five 
separate  forces  have  impinged  upon  business  resulting  in  the 
emergence  of  codes  of  conduct— the  New  York  Stock  Exchange 
requirement  of  board-level  audit  committee,  stockholder 
placement  of  outsiders  on  boards,  SEC  directives  that  affect 
audits,  the  Foreign  Corrupt  Practices  Act,  and  public 
pressure. 

These  five  forces  express  deeper  social  and  political 
processes.   The  first  is  society's  need  to  legitimate  cor- 
porate power  and  hold  the  corporation  accountable.   Even 
government  has  claimed  its  right  to  regulate  as  a  means  of 
legitimizing  the  corporation.   This  happens  in  a  dynamic 
process  that  is  rooted  in  our  pluralistic,  democratic 
traditions  that  respect  the  autonomy  of  all  private  sectors 
of  society. 
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Granted  the  influence  of  external  factors,  the  codes 
still  express  concern  for  ethical  conduct,  delineate  proper 
behavior,  and  as  such,  are  expressive  of  underlying  values 
and  beliefs.   In  1987  and  1992  The  Conference  Board 
published  studies  of  corporate  codes  of  ethics.   Many  of  the 
same  issues  explained  by  Cressey  and  Moore  (1983)  and  Chatov 
(1980)  appeared  in  those  surveys.   In  1987  (Conference  Board 
1987)  corporate  executives  were  concerned  with  the  mission 
of  their  enterprise,  relations  to  its  constituents,  and 
company  policies  and  practices.   The  executives  agreed  that 
their  primary  ethical  responsibilities  are  defined  by  the 
nature  of  their  corporate  objectives.   In  other  words,  they 
have  an  obligation  to  provide  value  and  quality  to 
customers . 

In  the  1987  survey  executives  were  presented  with 
particular  issues  and  questioned  whether  they  considered 
each  issue  to  be  an  ethical  concern  of  business.   Issues 
receiving  the  highest  levels  of  consensus  were  questions  of 
employee  conflicts  of  interests,  inappropriate  gifts  to 
corporate  personnel,  and  sexual  harassment.   The  issues 
which  received  less  consensus  were  social  issues  raised  by 
religious  organizations  and  executive  salaries  (The 
Conference  Board,  1987;  Table  1). 

When  questioned  about  ethical  issues  that  will  be  most 
important  for  business  in  the  next  five  years,  environmental 
issues,  shareholder  interests,  and  employee  health  screening 
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ranked  highest.   Those  receiving  the  lowest  consensus  rating 
were,  again,  social  issues  raised  by  religious  organizations 
and  executive  salaries  along  with  corporate  contributions 
(1987,  Table  2  ).   The  issues  of  most  concern,  then,  relate 
to  internal  problems  of  the  business  organization:  health 
screening  (as  drug  abuse  and  AIDS  become  more  visible  social 
issues),  harassment,  and  other  employee  issues.   The  effi- 
cacy of  these  codes  was  not  examined. 

The  1992  survey  (Berenbeim,  1992)  affirmed  what  was 
stated  five  years  ago.   Namely,  environmental  responsi- 
bility, technological  innovation,  and  AIDS  have  been 
addressed  by  more  codes.   Fundamental  guiding  principles  of 
the  company,  purchasing,  and  proprietary  information  were 
the  top  three  issues  addressed  in  1992.   There  was  also  a 
more  explicit  expression  of  compliance  procedures, 

A  very  extensive  analysis  of  codes  was  undertaken  by 
M.  Cash  Mathews  (1988)  in  which  the  following  variables  were 
correlated:  conduct  explicated  in  codes  of  ethics;  industry 
group;  violations  of  law;  and  actual  convictions  brought 
against  violators.   Mathews  concluded  that  the  relationship 
between  codes  of  conduct  and  violations  was  minimal.   The 
existence  of  codes  of  conduct  does  not  result  in  fewer  vio- 
lations.  Codes  by  themselves  are  therefore  not  a  sufficient 
cause  of  effective  self -regulation. 

This  analysis  argues  that  social  and  psychological 
variables  are  as  important  as  economic  ones  in  determining 
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actual  behavior.   Upper  level  management  plays  an  important 
role  as  model  of  conduct  for  their  organizations .   Organi- 
zations, or  rather  employees  within  organizations,  are 
influenced  by  and  tend  to  reflect  the  norms  and  values  of 
upper-echelon  executives .   Top-level  executives  are  regarded 
as  role  models.   They  set  the  style  for  organizational 
behavior  and  performance.   They  also  establish  the  rewards 
for  performance.   Socialization  into  corporate  culture  is 
influenced  by  the  expectations,  values,  and  behavior  of 
leadership.   Kotter  and  Haskett  (1992)  support  that 
contention  and  demonstrate  the  key  role  of  leadership  in 
shaping  corporate  culture;  that  is,  shaping  the  behavior, 
attitudes,  and  values  of  people  within  organizations. 
But  the  codes  alone  do  not  guarantee  the  ethical 
behavior  of  anyone.   Mathews  (1988:  79)  concludes  that 
codes,  by  themselves: 

are  not  evidence  of  a  corporation  and  corporate 
executives  who  (1)  are  socially  responsible, 
(2)  have  a  corporate  culture  that  promotes 
anticriminal  behavior  patterns,  and  (3)  are 
capable  of  self -regulation.   However  the  codes  can 
be  used  to  attain  the  three  objectives.  .  .  . 
Codes  have  the  potential  to  be  an  effective 
mechanism  to  foster  such  behavior,  but  a  code  is 
only  a  tool — a  tool  that  can  become  part  of  the 
corporate  culture  if  it  used  correctly. 

Robert  Jackall's  (1988)  conclusions  are  similar.   Codes 

of  ethics  are  often  ineffective  because  they  are  expressive 

of  organizational  moralities  which  are  contextual  and 

situational.   Jackall  insisted  that  bureaucracy  shapes  moral 

awareness.   Work  is  routinized  and  people's  experiences  are 
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regularized.   On  a  daily  basis,  employees  are  brought  into 
contact  with  a  hierarchical  structure  of  authority  that 
encourages  a  pragmatic,  goal-oriented  performance,  creates 
competition,  and  awards  those  most  effective  in  achieving 
the  goals  of  the  organization. 

As  people  of  diverse  backgrounds  and  interests  are 
brought  together  in  the  same  organization  and  submitted  to 
the  same  authority  structure  and  pragmatically  defined 
goals,  the  morality  of  the  corporation  comes  to  be  defined 
in  terms  of  what  the  authority  wants  or  expects  from  each 
individual .   And  that  soon  becomes  interpreted  in  terms  that 
emphasize  the  norm  that  what  is  good  for  the  firm  is  what  is 
right.   The  primary  ethic  promulgated  by  corporateness  is 
that  of  the  acceptance  of  the  rules  made  for  the  welfare  of 
the  corporation. 

Thus  the  question  of  the  effectiveness  of  the  codes 
continues  to  be  a  real  problem.   The  lack  of  consensus 
regarding  specific  policy  areas  to  be  addressed  is  also  a 
concern.   Nevertheless,  in  spite  of  the  strong  feeling  that 
no  dialogue  with  outside  concerns  is  necessary  to  elaborate 
codes  and  determine  company  policy,  actually,  codes  have 
been  generated  because  of  public  pressure. 

And  if,  indeed,  codes  of  ethics  are  generated  from  the 
impulse  of  outside,  public  pressure,  then  the  relationship 
between  business  and  society  is  more  dynamic  than  research 
indicates .   It  is  one  in  which  the  concerns  of  both  sectors 
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have  affected  one  another,  hopefully  to  the  benefit  of  all 

those  involved.   Capturing  the  general  feel  of  the  situation 

of  American  business  enterprise  as  it  faces  pressure  from  so 

many  social  groups  increasingly  aware  of  the  rights  and 

obligations  of  the  public,  and  the  duties  of  our  social 

institutions,  Douglas  S.  Sherwin  (1989:  154)  addressed  the 

ethical  roots  of  the  business  system: 

American  society  has  purposefully  left  a  place  for 
business  among  its  institutions  to  secure  economic 
performance  in  the  production  and  distribution  of 
goods  and  services.  It  follows,  for  me,  that  busi- 
ness leaders  have  the  responsibility  to  try  to 
deliver  the  benefits  society  seeks  through  this 
strategy.   The  values  that  govern  our  leadership 
must  therefore  be  grounded  in  this  purpose,  must 
implement  it,  and  must  be  constrained  by  it. 
Society's  choice  of  this  strategy  expresses  the 
value  that  in  a  circumscribed  sphere  economic 
efficiency  is  good.  But  society  always  has  this 
strategy  on  trial;  it  continually  compares  it  with 
alternative  strategies  for  securing  economic  good 
and  monitors  it  for  negative  effects  that  busi- 
ness '  economic  behavior  might  have  on  other  social 
goods  it  values.   The  signs  are  that  society  is 
nowhere  near  satisfied  with  business  performance, 
governance,  leadership,  or  values.  Our  society's 
perception  of  business  seems  to  parallel  Winston 
Churchill's  description  of  democracy:  as  'the 
worst  system  in  the  world,  excepting  all  others.' 

But  business  has  seen  itself  as  a  necessary  economic 
institution  whose  primary  function  is  to  provide  goods  and 
services  to  society  at  a  profit.   Without  returning  a 
profit,  business  would  not  survive.   Therefore,  as  Mathews 
(1988)  and  Jackall  (1988)  have  shown,  what  is  good  for  the 
company  can  all  too  easily  become  the  moral  guidepost.   The 
Roundtable's  1988  survey  concluded  that  the  continuity  of 
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values  in  leadership  and  between  successive  leaders  is  the 
prime  element  in  sustaining  ethical  performance  within  any 
corporation.   Business  operates  not  only  to  maximize 
profits,  but  according  to  and  influenced  by  the  values  of 
its  leaders . 

Avenues  of  Inquiry  into  Corporate  Social  Responsibility 
One  of  the  assumptions  in  the  controversy  on  ethics  and 
codes  of  ethics  underlying  research  on  corporate  social 
responsibility  is  the  proposition  that  the  freedom  of  busi- 
ness to  do  business  supposes  profit  and  its  pursuit  as 
business'  purpose  and  proper  social  function.   Most  of  the 
literature  reviewed  in  this  section  has  focused  on  the 
notion  of  profitability  and  how  corporate  concern  for  social 
responsibility  reflects  on  the  image  and  the  profit  margins 
of  major  corporations.   The  assumption  has  been  that  if 
socially  responsible  policies  are  shown  to  be  advantageous 
in  terms  of  profit,  then  corporations  should  and  will  adopt 
such  policies. 

The  concept  of  corporate  social  responsibility  have 
been  studied  and  operationalized  in  various  ways .   One  key 
variable  associated  with  social  responsibility  is  profita- 
bility.  Another  is  the  role  and  influence  of  top-level 
management .   The  most  outstanding  and  relevant  studies  on 
this  issue  are  reviewed  below. 
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Conceptualization  and  Operationalizina  the  Terms 

How  does  one  measure  the  presence  and  consequences  of 
corporate  social  activity?   On  the  one  hand,  the  over-riding 
concern  for  many  is  profit  and  a  company's  profitability. 
In  regards  to  ethics  and  social  concerns,  the  tensions  that 
tug  a  company  between  being  a  good  citizen  and  being  prof- 
itable are  constantly  manifest.   Magnet  (1986)  reported  on 
the  ethos  present  among  investors  on  Wall  Street.   It  is  an 
ethic  that  has  turned  economic  theory  into  a  personal  moral 
code.   The  unmitigated  pursuit  of  self-interest  will  advance 
the  public  interest.   Thus  whatever  one  does  to  augment 
his/her  own  wealth  will  better  the  nation.   On  the  other 
hand,  can  the  sole  measure  of  responsible  behavior  be  the 
pursuit  of  self-interest? 

As  has  been  stated  earlier,  the  tenets  of  business 
ethics,  which  make  possible  the  discussion  of  corporate 
social  responsibility  posit  first,  the  existence  of  a  social 
contract  and  secondly,  a  moral  character  for  corporations 
whose  range  of  obligations  is  continually  debated.   Generic 
discussions  have  confounded  conceptualization.   McGuire 
(1963:  144)  acknowledged  the  importance  of  profit  making, 
but  then  went  on  to  argue  for  business'  concern  with 
"responsibilities  to  society  which  extend  beyond"  the 
economic  and  legal  obligations.    Manne  and  Wallich  (1972) 
and  Steiner  (1975)  described  corporate  social  responsibility 
in  terms  of  a  corporation's  voluntary  activities,  as  well  as 
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economic  and  legal  ones.   In  1971  the  Committee  for  Economic 
Development  responded  to  these  concerns  by  acknowledging 
extra-economic  categories.   It  proposed  a  definition  of 
corporate  social  responsibility  encompassing  three  concen- 
tric circles:  the  inner  circle  of  responsibility  toward  the 
efficient  management  of  economic  functions;  the  intermediate 
circle  encompassing  the  economic  function  with  sensitivity 
to  social  issues;  and  the  outer  circle  encompassing  a  kind 
of  grey  area  of  involvement  in  issues  that  improve  society. 
However,  the  specific  issues  and  domains  which  apply  are  not 
clarified  or  even  evidently  apparent. 

Conceptual  Models 

The  conceptual  frame  of  reference  of  corporate  social 
responsibility  shifted  from  the  sense  of  social  responsi- 
bility to  social  responsiveness  and  performance.   New 
conceptual  definitions  and  models  of  investigation  have 
emerged  since  the  initial  debates  on  a  business'  role  in 
society.   William  Frederick  (1978)  proposed  CSR2,  corporate 
social  responsiveness:  the  capacity  of  an  organization  to 
respond  to  social  pressures.   Frederick's  (1978)  approach 
measured  the  intra-organizational  mechanisms,  procedures, 
arrangements  and  behaviors  generated  to  respond  to  social 
expectations  and  pressures.   Sehti  (1975)  had  already 
addressed  the  need  for  including  responsiveness  as  a 
category  of  investigation.   Later  studies  clearly  placed  the 
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locus  of  social  responsibility  in  the  area  of  management, 
affirming  the  insights  of  Frederick  in  stressing  managerial 
values,  attitudes,  and  policy  in  complying  with  social 
issues  (Freeman,  1984;  Glueck,  1980;  Carroll,  1981;  Buono 
and  Nichols,  1985). 

Archie  Carroll  (1979)  proposed  measuring  corporate 
social  responsibility  (CSR)  in  terms  of  a  tri-partite  model 
of  social  performance  (see  also  Aupperle,  Carroll  and 
Hatfield,  1985).   Carroll  (1979)  has  argued  that  the  CSR  is 
a  broad  concept  whose  definition  includes  the  economic, 
legal,  ethical,  and  discretionary  expectations  that  society 
has  at  any  given  time.   These  four  components  must  be 
weighted  in  any  measurement  of  a  firm's  social  responsi- 
bility in  conjunction  with  the  social  issues  being 
addressed — the  second  part  of  the  model.   Third,  the 
philosophy  of  responsiveness  which  is  the  organization's 
policy  of  response  can  range  from  complete  avoidance  of 
social  issues  to  proactive  engagement. 

Carroll's  (1979)  model  integrated  responsibility  and 
responsiveness.   To  do  this  it  distinguishes  between  the 
ethical  content  and  ethical  intent  of  responsibility,  and 
the  action  phase  of  response  which  connotes  management 
strategy,  not  ethical  content.   Corporate  social  performance 
requires  that  a  firm's  social  responsibilities  be  assessed, 
that  the  social  issues  be  identified,  that  a  philosophy  of 
response  be  identified. 


122 
Ullman  (1985)  presented  an  alternate  model  of  investi- 
gation emphasizing  the  role  of  stakeholders.   Pfeffer  and 
Salanick  (1978)  suggested  that  stakeholder  concerns  for 
management  be  associated  with  stakeholders'  control  over 
resources  required  by  the  organization.   Organizational 
survival  is  associated  as  well  with  the  ability  to  effec- 
tively respond  to  stakeholders.   Miles  (1982)  observed 
different  strategies  of  management  response  to  stakeholders' 
expectations — strategies  ranging  from  avoidance  to  partial 
and/or  total  compliance. 

Thus  Ullman's  (1985)  model  considered  the  importance  of 
stakeholder  power  as  a  variable  to  be  measured  against  the 
strategic  posture  of  the  firm  as  well  as  past  and  current 
economic  performance.   His  three  dimensional  model  used  a 
contingency  approach  that  recognizes  how  economic  demands 
determine  the  relative  weight  of  social  concerns  at  any  give 
time  and  how  economic  performances  influence  the  financial 
capability  to  allocate  resources  to  costly  social  programs. 

With  the  focus  placed  on  managerial  strategy.  Strand 
(1983)  proposed  a  "systems  paradigm"  for  examining 
organizational  response  to  society.   He  argued  that  ethical 
principles  of  responsibility,  the  process  of  responsiveness, 
and  strategic  policies  are  interrelated  in  a  total  system  of 
corporate  social  "involvement."   This  paradigm  takes  into 
consideration  the  cultural  and  economic  environment,  the 
material,  social,  and  psychological  expectations  of  the 
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constituents,  and  the  overall  organizational  and  cultural 
demands  and  expectations . 

In  this  paradigm,  social  responsibilities  are 
determined  by  society.   The  task  of  a  business  is  to  analyze 
society's  changing  expectations,  determine  overall  approach 
for  responsiveness,  and  implement  appropriate  responses. 
Important  variables  in  social  responsiveness  are:  organiza- 
tional type  and  characteristics;  expected  boundaries;  social 
response  mechanisms;  management  of  social  values  and  goals; 
and  decisions  processes. 

Finally,  as  the  corporate  social  performance  model  is 
composed  of  three  elements:  principles  (CSR),  processes 
(responsiveness),  and  policies,  attention  has  been  given  to 
"issues  management"  as  the  concretization  of  the  policy 
sector  (Wartick  and  Cochran,  1985;  Anderson,  1989).   In 
effect  this  means  the  institutionalization  of  issues 
management  within  corporate  structure  and  attests  to  the 
evolution  of  the  concept  of  CSR.   Issues  management  has 
developed  along  three  parallel  lines:  public  issues 
management,  social  issues  management,  and  strategic  issues 
management.   The  task  of  issues  management  is  not  only  to 
identify  social  issues  and  develop  appropriate  responses  but 
to  minimize  the  surprise  element  and  develop  proactive 
policy  (Johnson,  1983).   Issues  management  has  become  a  part 
of  organization  structure  and  strategy  planning  in  many 
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corporations  (Gollner,  1983;  Post,  Murray,  Dickie,  Mahon, 
1983;  Austrom  and  Lad,  1989). 

The  models,  then,  of  corporate  social  involvement  have 
centered  on  either  the  principles  (CSR),  the  processes 
(responsiveness),  or  the  policies  (issues  management)  or  an 
integration  of  all  three  components  in  contingency  theory 
approach. 

Research  Measurements  and  Variables 

An  overview  of  some  of  the  most  significant  research 
reveals  a  diversity  of  attempts  to  operationalize  the 
notion.   Many  of  these  studies  have  become  the  undergirdings 
of  the  models  discussed  above.   The  bulk  of  the  research 
measured  the  associations  between  the  following  three 
systems  of  variables:  social  disclosure  to  social  perfor- 
mance; social  performance  to  economic  performance;  social 
disclosure  to  economic  performance.   Dependent  variables 
vary  as  well  as  data  bases  and  collection  method. 

For  example,  one  source  of  data  is  reputational 
scaling.    Moskowitz  (1972)  and  a  survey  of  business 
students  by  Business  and  Society  Review  (1972)  rated 
businesses  on  social  performance  as  perceived  by  outside 
observers .   These  two  rankings  have  been  used  as  scales  of 
both  social  disclosure  and  social  performance  in  subsequent 
studies . 
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A  series  of  content  analysis  studies  have  used  the 
reputational  scales  as  variables.   For  example.  Bowman  and 
Haire  (1975)  counted  the  number  of  lines  dedicated  to  social 
responsibility  in  annual  reports  of  corporations  in  their 
sample.   Abbott  and  Monsen  (1979)  relied  on  self-disclosure 
reports  of  Fortune  500  companies  derived  from  the  Ernst  and 
Ernst  scale.   Both  studies  found  some  positive  correlation 
between  social  disclosure  and  social  performance. 

Content  analysis  of  social  disclosure  has  also  been 
used  to  measure  pollution  performance.   The  Council  on 
Economic  Performance  pollution  rankings  (1977)  have  been 
used  as  the  independent  variable  for  social  performance.   In 
relation  to  social  disclosure,  the  CEP  rankings  showed  no 
positive  correlation  between  the  two  variables  (Freedman  and 
Jaggi,  1982;  Ingram  and  Frazier,  1980;  Wiseman,  1982).   That 
these  studies  on  pollution  disclosure  and  performance  showed 
no  seeming  correlation  raises  the  question  of  the  nature  of 
the  variables  that  need  to  be  considered  on  social  perfor- 
mance, such  as,  firm  size,  industry  type,  company  visi- 
bility, external  pressure,  stock  risk,  and  executive  values. 

These  studies  also  rest  on  the  assumption  that  firms 
systematically  underreport  their  activities  in  the  social 
arena  (Ullman,  1985).   Others  argue  that  social  disclosure 
may  be  nothing  more  than  a  publicity  ploy  (Fry  and  Hock, 
1976).   Hence  social  performance  may  be  linked  less  to 
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disclosure  than  to  other  variables,  such  as  economic 
performance . 

The  relation  of  social  performance  to  economic 
performance  has  been  studied  from  different  perspectives 
with  inconclusive  results.   Several  hypotheses  have  been 
proposed,  among  them:   social  performance  positively 
correlates  to  economic  performance;  social  performance 
negatively  correlates  to  economic  performance;  extreme 
levels  of  social  performance  are  associated  with  low 
economic  performance;  and  socially  responsive  firms  should 
outperform  less  responsive  ones  (Ullman,  1985).   In  other 
words  at  the  behavioral  level  theory  and  conceptualization 
are  insufficient  to  produce  consistent  results.   CSR  is  more 
a  research  frontier  than  a  tradition  of  'normal'  investi- 
gation. 

Social  performance  has  been  measured  by  reputational 
scales  and  the  CEP  pollution  performance  index  in  the 
following  studies.   Alexander  and  Buchholz  (1978)  sampled  40 
firms '  economic  performance  measured  in  terms  of  dividend 
return  during  a  four-year  period.   The  study  found  no 
correlation  between  social  and  economic  performance.   Bowman 
and  Haire's  1975  study  also  analyzed  social  and  economic 
performance  using  the  CEP  pollution  index  as  the  variable 
for  social  performance.   It  found  a  U-shaped  correlation 
when  tested  against  median  return  on  equity  during  the  four- 
year  period  1969-1973.   The  15  firms  investigated  were  from 
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the  pulp  and  paper  industry.   The  results  suggested  that 
median  polluters  perform  both  best  and  worst.   Again  theory 
lags,  results  mystify. 

But  three  years  prior  to  this  study,  Bragdon  and  Marlin 
(1972)  used  the  same  CEP  pollution  index  in  an  analysis  of 
17  firms  in  the  paper  and  pulp  industry.   Their  results 
suggested  a  positive  correlation  between  social  and  economic 
performance  when  the  measure  for  economic  performance • was 
average  ROE  and  average  ROC  between  1965-1970. 

Further  sophistication  in  operationalizing  economic 
performance  in  terms  of  ROE,  total  risk,  P/E  ratios,  EPS, 
earnings/assets,  and  stock  viability  still  showed  incon- 
clusive results,  at  best  weak  positive  correlation  between 
social  performance  based  on  reputational  scaling  and 
economic  performance  (Chen  and  Metcalf ,  1980;  Fogler  and 
Nutt,  1975;  Cochran  and  Wood,  1984;  Spicer,  1978). 

In  an  industry- specific  study,  Sturdivant  and  Ginter 
(1977)  controlled  for  managers'  social  values  and  economic 
performance  and  found  positive  correlation.   Parket  and 
Eilbirt  (1972)  simply  measured  social  performance  according 
to  responses  received  to  their  survey,  assximing  that 
socially  responsible  firms  would  respond.   Testing  that 
scale  against  the  variable  of  economic  performance  measured 
in  terms  of  net  income,  net  profit  margin  and  ROE,  Parket 
and  Eilbirt  found  positive  correlation  in  all  economic 
performance  measures  of  the  80  firms  studied. 
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The  third  set  of  variables,  social  disclosure  and 
economic  performance,  have  been  used  in  several  studies 
which  gathered  mostly  negative  results.   Bovnnan  (1978) 
tested  for  positive  correlation  between  social  disclosure 
and  economic  performance  operationalizing  disclosure  in 
terms  of  the  number  of  lines  dedicated  to  social  disclosure 
in  the  annual  reports  of  corporations .   Against  ROE  from 
1972-1974,  Bowman  found  positive  correlation  in  46  firms 
from  the  electronics  industry.   These  results  contrast  to  a 
1975  Bowman  and  Haire  research  which  had  found  a  negative 
correlation  between  the  same  variables  in  82  firms  in  the 
food  processing  business.   Freedman  and  Jaggi  (1982)  and 
Ingram  and  Frazier  (1983)  found  negative  correlation  using 
more  sophisticated  measures  for  economic  performance  in 
their  studies  of  pollution  intensive  industries  and  firms  in 
the  oil  and  chemical  industry,  respectively. 

Again,  it  is  evident  that  as  far  as  the  most  important 
studies  undertaken  are  concerned,  they  show  inconclusive 
results  and  a  variety  of  ways  in  which  the  notion  of  social 
responsibility  has  been  conceptualized,  operationalized,  and 
analyzed. 

Additional,  more  sophisticated,  studies  investigating 
the  relationship  between  CSR  and  profitability  took  into 
consideration  many  of  the  shortcomings  of  previous  studies 
and  controlled  for  executive  values,  social  performance  and 
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economic  performance  measured  in  a  variety  of  ways 
(Aupperle,  1984;  Hocevar  and  Bhambri,  1989;  Liedtka,  1989). 

Using  Carroll's  construct  of  the  relative  weight  of 
four  components  to  CSR,  Aupperle  (1984)  developed  a  survey 
instrument  sent  to  818  chief  executive  officers  in  1981. 
Factor  analysis  confirmed  Carroll's  construct  of  the 
relative  weight  of  the  four  components:  economic,  legal, 
ethical,  and  discretionary  concerns.   Financial  performance 
and  risk  were  measured  according  to  "Value  Line's" 
assessment  of  the  firms';  long-term  ROA,  Risk  adjusted  ROA, 
short-term  ROA,  risk-adjusted  short-term  ROA,  five-year 
total  risk  and  long-term  Beta.   Other  variables  included  the 
firms'  use  of  social  forecasting,  concern  for  economic 
performance,  and  place  of  issues  management  in  strategy 
structure . 

While  this  study,  also  published  under  Aupperle, 
Carroll,  and  Hatfield  (1985)  employed  more  representative 
profitability  criteria  than  those  of  previous  studies,  the 
results  were  inconclusive.   The  authors  assert  that  their 
study  was  not  able  to  establish  the  value  that  social 
responsibility  might  have  for  corporations. 

Buono  and  Nichols  (1985),  Anderson  (1989),  and  Liedtka 
(1989)  argued  that  managerial  values  need  be  considered  the 
principle  variable  in  CSR  and  urge  more  research  in  this 
area.   Austrom  and  Lad  (1989)  join  ranks  with  Strand  (1983) 
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and  others  who  cast  the  future  of  research  in  CSR  to  issues 
of  management  and  organizational  culture. 

In  fine,  the  central  and  underlying  issue  in  most  of 
the  research  is  profit.   The  implication,  not  always  clearly 
stated,  is  that  CSR  involves  voluntary  restraint  of  profit 
maximization.   The  efforts  to  correlate  profit  maximization 
to  social  action  are  inconclusive. 

CSR  includes  all  the  ethical,  legal,  discretionary,  and 
economic  activities  of  a  firm.   It  includes  the 
determination  of  a  company  to  reduce  its  profit  to 
contribute  to  charitable  and  social  organizations;  to  assess  • 
the  effect  on  profit  of  higher  ethical  standards  which  may 
effect  intra-organizational  behavior  as  well  as  relations 
with  society  at  large,  government  and  other  business  firms. 
It  includes  the  choice  of  investment  in  various  economic 
opportunities  according  to  ethical  and/or  social  worth,  an 
investment  for  reasons  other  than  immediate  economic  return 
(Andrews,  1989). 

All  the  research  reviewed  here,  then,  leads  to  the 
question  of  the  nature  of  the  involvement  of  top  management 
in  the  social  arena.   It  leads  to  the  question  of  the 
commitment  of  corporate  executives  to  social  responsibility, 
a  commitment  which  can  be  seen  in  the  decisions  taken  on 
behalf  of  CSR.   Aupperle,  Carroll,  and  Hatfield's  very 
extensive  analysis  has  not  been  able  to  definitively 
indicate  the  economic  value  of  social  responsibility  for 
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business.   Buono  and  Nichols,  and  Anderson,  have  argued  that 
managerial  concerns  need  to  be  considered  in  the  equation. 
What  those  concerns  are  and  how  the  variance  in  commitment 
to  social  responsibility  on  the  part  of  senior  executives  is 
to  be  explained  is  the  object  of  my  research.   For  if  the 
economic  advantage  to  a  firm's  social  involvement  has  been 
shown  to  be  minimal,  if  not  non-existent,  then  the  reasons 
why  some  executives  commit  to  social  responsibility  and 
others  do  not  needs  to  be  examined  and  explored. 

Evolutionary  Trajectory  of  the  Business /Society 

Relationship 

My  approach  to  the  phenomenon  of  social  responsibility 
takes  into  account  the  central  foci  of  the  preceding  chap- 
ters and  integrates  them  into  a  research  strategy.   The 
modern  business  corporation  is  one  of  the  dominant  forms  of 
social  organization  in  our  society.   How  it  operates,  the 
social  contract  between  business  and  society,  and  the  moral 
character  of  corporations  are  being  debated,  perhaps  more  so 
now  than  ever  before.   These  debates  are  taking  place  within 
a  framework  of  established  cultural  traditions  of  values  and 
responsibility.   Yet,  while  the  contemporary  debates  have  a 
special  aspect  of  urgency,  the  problems  of  the  integration 
of  business  within  society  and  how  the  values  of  the  market 
affect  the  social  fabric  are  issues  that  have  been  attendant 
upon  the  very  origins  of  the  industrial  revolution.   They 
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are  concerns  that  Adam  Smith  articulated  in  The  Theory  of 
Moral  Sentiments  as  well  as  in  The  Wealth  of  Nations . 

So  the  question  at  hand  is  the  integration  of  the 
dominant  organizations  within  society  and  the  intersection 
of  values  across  organizational  lines.   My  approach  is 
oriented  to  macro  issues  but  still  within  the  anthropo- 
logical tradition  of  theory  and  research.   The  corporation 
is  a  form  of  social  organization  that  can  be  explained  in 
evolutionary  terms .   The  relationship  and  dynamics  of 
interaction  between  organizations  and  society,  the  exercise 
of  authority,  and  the  influence  of  cultural  traditions  and 
values  on  the  evolution  of  the  corporation  are  key 
integrative  issues . 

Avenues  of  Evolutionary  Development 

According  to  an  evolutionary  perspective  the  business 
corporation  is  one  form  of  social  organization  that  is  part 
of  the  social,  economic,  and  political  organization  of 
complex  societies.   The  business  corporation  has  a  specific 
history  and  its  development  has  been  selected  by  social  and 
cultural  forces,  as  well  as  by  market  dynamics.   This  means 
that  the  business  corporation  is  part  of  culture,  not  only 
part  of  the  market .   The  corporate  revolution  in  America 
was,  of  course,  selected  by  the  availability  of  resources 
and  information  as  technology  made  the  exploitation  of 
resources  possible  and  profitable.   But  social  and  cultural 
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forces  have  also  selected  the  corporation  as  it  came  into 
prominence  in  America. 

There  are  two  important  attributes  of  corporations  that 
remained  constant  into  the  mid  19th  century.   The  first  is 
that  they  received  a  charter,  or  grant,  from  an  act  of  the 
state  legislature.   The  second  is  that  they  were  considered 
an  instrument  for  the  advancement  of  public  welfare,  the 
public  good,  and  sometimes  an  instrument  of  the  state.   The 
legal  mechanism  of  chartering  has  changed,  and  so  has  the 
notion  of  advancing  the  public  good.   But  society  still 
claims  a  stake  in  the  organizations  that  it  legitimizes. 
The  integration  of  the  industrial  enterprise  within 
society  has  not  always  been  harmonious .   The  corporate 
revolution  in  America  brought  with  it  scandal,  abuse,  and 
the  alienation  of  workers.   Indeed,  alienation  and  dehuman- 
ization  are  two  themes  that  run  through  our  history  as  well 
as  the  literature  on  capitalism  and  industry.   But  the 
question  of  the  integration  of  values  must  be  taken  to 
another  level.   I  invoked  the  notion  of  civil  society  to  get 
to  that  level  of  discussion.   From  Adam  Smith  (1976)  to 
Tocqueville  (1948)  and  to  Gramsci  (1971),  the  notion  of 
civil  society  has  described  the  framework  for  our  society. 
It  has  most  commonly  been  used  to  defend  economic  freedom. 
But  that  is  only  part  of  the  concept.   It  sees  society  as 
composed  of  independent  sectors,  private  and  public,  in 
which  the  intimate  sector  of  family  and  community  ties 


134 
produces  bonds  of  solidarity  in  social  relations  and 
provides  the  moral  background,  the  value  system,  for  the 
functioning  of  the  whole  (Held,  1987;  Wolfe,  1989). 

I  argue  that  there  are  at  least  three  probable  courses 
of  evolutionary  development.   I  frctme  these  probabilities  as 
propositions.   My  research  project  is  designed  to  generate 
the  appropriate  hypotheses  to  test  which  of  these  avenues  is 
the  dominant  one. 

First  Proposition;  Diffusion  of  Market  Values 

The  first  proposition  is  that  the  values  of  the  market 
will  diffuse  across  organizational  lines  and  penetrate  most 
aspects  of  society.   Social  thinkers  have  argued  that  this 
corruption  of  society  has  already  begun.   Bell  (1976)  argued 
that  traditional  communities  have  disintegrated.   Concern 
for  one's  neighbor,  a  vital  ethic  of  community  life,  has 
been  replaced  by  hedonism  which  promises  a  life  of  luxury 
and  exonerates  the  unrestrained  quest  of  personal  greed. 
Bellah  et  al.  (1985)  argued  that  a  deep  cultural  debate  is 
underway,  one  that  has  seen  the  disruption  of  our  tradi- 
tional, communitarian  structures,  and  values.   Ours  has 
become  a  society  in  which  the  individual  has  difficulty 
understanding  that  his/her  life  interrelates  in  any 
meaningful  moral  way  with  the  lives  of  others.   And  Wolfe 
(1989)  has  argued  that  the  values  of  the  market  system  and 
its  dynamics  have  so  thoroughly  integrated  into  our  lives 
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that  it  has  transformed  our  traditional  institutions.   These 
thinkers  advocate  some  kind  of  a  return  to  civil  society, 
because  civil  society  not  only  protects  the  integrity  of 
each  sector  of  society  but  recognizes  that  ties  of  obli- 
gation and  morality  should  form  the  basis  of  all  of 
society's  activity. 

What  is  at  stake  here  is  that  the  integration  of  values 
in  contemporary  society  is  either  a  function  of  the  values 
of  the  market  or  a  function  of  the  private  and  intimate  sec- 
tors.  Ours  is  either  a  society  held  together  by  nonbour- 
geois  morality  with  a  capitalistic  economy  or  it  is  a 
society  where  market  freedom  is  the  moral  code  for  all 
social  relations.   If  the  latter,  then  all  social  relations 
are  organized  according  to  the  behavioral  assumption  of  the 
market:  rational  decision  makers  seeking  personal  advantage. 

Thus  a  modern  high  school  is  really  a  version  of  a 
shopping  mall  and  the  best  way  to  organize  baby  adoptions  is 
the  creation  of  a  market  for  buyers  and  sellers  (Wolfe, 
1989:  40,  73-74,  37).   Either  morality  provides  a  framework 
for  a  society  within  which  economic  activity  takes  place  or 
there  is  only  one  sphere  and  one  morality,  the  economic.  If 
the  latter,  the  fundamental  assumption  that  all  people  seek 
to  maximize  their  self-interest  applies  universally  to  all 
behavior.   All  social  relations  become  instrumental,  all 
behavior  is  self-interested  and  rational  choices  govern 
outcomes,  except  for  market  "imperfections." 
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Certain  economists  are  proponents  of  this  thinking. 
Gary  Becker  (1976),  1992  Nobel  prize  winner,  argued  that  the 
assumption  of  rational  decision  maker  applies  to  all  human 
behavior.   Posner  (1981)  argued  that  any  activity  that  does 
not  increase  wealth,  personal  or  national,  is  hardly 
ethical.   Fulfilling  one's  obligation  to  one's  self  fulfills 
obligations  to  society. 

The  assumption  that  all  people  seek  to  maximize  their 
self-interest  has  been  applied  in  research,  reviewed  above, 
on  business'  activity  on  behalf  of  society.   The  working 
hypothesis  has  been  that  companies  will  engage  in  socially 
responsible  activity  if  profitability  is  not  negatively 
impacted.   That  is  the  classical  assumption  of  individual 
behavior  now  applied  to  a  corporation  as  profitability 
becomes  synonymous  with  self-interest. 

For  example,  Ullman  (1985)  presented  a  model  for  inves- 
tigating corporate  social  responsibility  that  emphasized  the 
role  and  interests  of  stakeholders.   Pfeffer  and  Salanick 
(1978)  had  previously  suggested  that  the  importance  of 
stakeholder  concerns  for  management  be  associated  with 
stakeholders '  control  of  resources  required  by  the  organi- 
zation.  Organizational  survival  is  associated  with  the 
ability  to  effectively  respond  to  stakeholders.   Miles 
(1982)  observed  different  strategies  of  management  response 
to  stakeholders — strategies  ranging  from  avoidance  to 
partial  and/or  total  compliance  to  stakeholder  expectation. 
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Ullman's  model  considered  the  importance  of  stakeholder 
power  as  a  variable  to  be  measured  against  the  strategic 
posture  of  the  firm  and  against  past  and  current  economic 
performance.   His  three  dimensional  model  is  a  contingency 
approach  which  recognized  that  economic  demands  determine 
the  relative  weight  of  social  concerns  at  any  given  time  and 
that  economic  performance  influences  the  financial  capa- 
bility to  allocate  resources  to  costly  social  programs. 

There  is  also  literature  that  assiames  moral  agency  is 
an  aspect  of  corporate  culture  which  helps  determine  leader- 
ship goals  and  behavior  (Kotter  and  Heskett,  1992).   Cor- 
porate culture  and  the  desire  to  do  what  is  best  for  the 
company  may  exert  greater  influence  on  decisions  than 
general  community  and  social  needs  and  values.   The  Wall 
Street  scandals,  environmental  contamination,  and  the 
Savings  and  Loan  tragedy  add  a  dose  of  skepticism  to  any 
claim  of  corporate  conformity  to  society's  values. 

Mathews  (1988)  and  Jackall  (1988)  explained  the 
influence  of  "organizational  moralities,"  the  kinds  of 
values  that  are  present  to  executives  and  employees  within 
their  organizations  and  often  extend  to  outside  activity. 
Magnet  (1986)  reported  on  an  ethos  present  among  Wall  Street 
investors,  an  ethos  that  has  turned  the  market  and  economic 
theory  into  personal  morality.   Echoing  Becker,  each  indi- 
vidual seeks  to  enhance  his/her  own  wealth  at  any  cost. 
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Second  Proposition;  Humanization  of  the  Market 

The  second  possible  avenue  of  development  is  that 
market  forces  will  decline  because  a  humanization  of  the 
market  is  underway.   There  have  been  tremendous  pressures 
placed  on  business  from  social  groups,  especially  since  the 
Vietnam  War.   There  has  been  a  major  social  and  political 
movement  towards  social  and  environmental  responsibility  and 
civil  rights  in  the  work  place.   The  field  of  human  rela- 
tions has  become  institutionalized  in  corporate  structure 
and  in  business  school  curricula.   The  appearance  of  the 
offices  of  issues  management  and  ethics  ombudsman  in  cor- 
porate structure  and  the  effort  to  create  civic  mindedness 
of  executives  may  be  signs  of  deep  social  dynamics  influ- 
encing corporate  activity  as  it  relates  to  workers  and 
society  as  a  whole.   Public  outrage  against  insider  trading, 
corruption,  and  non-productive  greed  calls  for  shifts  in 
values  and  actions  in  the  market  place. 

Strand  (1983)  proposed  a  "systems  paradigm"  for 
examining  business'  response  to  society.   Strand  argued  that 
the  ethical  principle  of  responsibility,  the  process  of 
responsiveness,  and  strategic  policies  are  interrelated  in  a 
total  system  of  corporate  social  involvement.   This  paradigm 
takes  into  consideration  the  cultural  and  economic  environ- 
ment, the  material,  social,  and  psychological  expectations 
of  the  constituents,  the  overall  social  demands  and 
expectations  as  well  as  organizational  culture.   In  this 
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paradigm,  social  responsibilities  are  determined  by  society, 
not  by  corporate  bottom  line.   The  task  of  a  business  is  to 
analyze  society's  changing  expectations,  determine  overall 
approach  for  responsiveness,  and  implement  appropriate 
responses . 

This  puts  the  moral  character  of  business  corporations 
on  center  stage.   The  notion  of  moral  agency  implies  respon- 
sibility for  decisions  and  actions  and  appeals  to  tradi- 
tional sources  of  moral  reasoning,  especially  religion  and 
philosophy  (Goodpastor  and  Mathews,  1982;  Drucker,  1984; 
Velasquez,  1982;  Donaldson,  1982),  and  so  it  looks  to  the 
decision  makers. 

Freeman,  Gilbert  and  Hartman  (1988)  argue  that  business 
executives  need  to  be  perceived  as  human  beings  with  indivi- 
dual backgrounds  and  value  systems.   They  are  not  merely 
rationalizing  agents.   Values  are  simply  permanent  desires 
that  are  shaped  by  personal  and  social  history,  and  those 
values  affect  decisions  made  in  the  marketplace.   Buono  and 
Nichols  (1985),  Anderson  (1989),  and  Liedtka  (1989)  argued 
that  the  values  of  executives  need  be  considered  the  prin- 
ciple variable  in  corporate  social  responsibility. 

At  the  Scime  time  there  is  a  strong  counter  movement  in 
a  reaffirmation  of  neoclassical  economics  as  a  model  for  the 
society  of  the  future.   Friedman  (1962)  and  Hayek  (1944, 
1960,  1988)  wrote  in  support  of  this  faith  in  neoclassical 
economics.   This  movement  reaffirms  economic  freedom  and 
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urges  government  to  not  meddle  in  the  affairs  of  business, 
and  it  is  the  genesis  of  the  third  proposition. 

Third  Proposition;  Separation  and  Balance 

The  third  proposition  refers  to  the  possibility  that 
the  separation  of  business  and  non-business  value  orien- 
tations remains  constant.   Hayek  (1960)  invoked  the  notion 
of  civil  society  to  argue  this  point.   Our  sociopolitical 
system  is  a  system  of  balances.   The  business /society 
relationship  ought  to  maintain  that  balance  because  it  makes 
the  whole  system  work.   Our  economy  needs  the  self-interest 
of  both  individuals  and  corporations  to  energize  it.   At  the 
same  time  our  social  system  calls  for  the  independence  and 
the  freedom  of  the  sectors  for  the  sake  of  the  whole. 
According  to  this  logic,  government  should  regulate  business 
with  much  more  caution. 

The  concern  is  not  only  that  government  may  over- step 
its  bounds.   It  is  also  that  business  should  be  very  slow  to 
assume  more  influence  and  responsibility  in  society.   When 
corporations  assume  responsibility  for  areas  outside  of 
economic  performance  their  power  and  influence  are  enhanced. 
That  would  destroy  the  tenets  and  foundation  of  society. 
The  notion  of  civil  society  defends  the  integrity  and 
independence  of  the  parts.   Encroachment  of  any  one  sector 
into  another  erodes  the  foundation. 
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The  institutionalization  of  issues  management  within 
corporate  structure  can  be  seen  to  support  this  position 
(Wartick  and  Cochran,  1985;  Anderson,  1989).   Issues  manage- 
ment has  developed  along  three  parallel  lines:  public  issues 
management,  social  issues  management,  and  strategic  issues 
management.   The  task  of  issues  management  is  not  only  to 
identify  social  issues  and  develop  appropriate  responses  but 
to  minimize  the  surprise  element  and  develop  proactive 
policy  (Johnson,  1983).   It  represents  business  self-defense 
to  social  criticism. 

The  institutionalization  of  ethics  officers  can  also  be 
seen  to  support  this  avenue  of  development.   If  a  corpora- 
tion can  handle  its  affairs  internally,  the  reputation  of 
the  company  is  safeguarded.   If  complaints  can  be  negotiated 
internally,  costly  litigation  is  avoided  as  well  as  adverse 
media  attention. 

In  sum,  there  are  three  propositions  regarding  the 
evolutionary  development  of  the  business/society  relation. 
First,  the  values  of  the  market  will  diffuse  across  the 
social  fabric,  eroding  traditional  values  and  institutions. 
The  behavioral  assumption  of  the  entrepreneur  as  rationa- 
lizing decision  maker  becomes  the  norm  for  all  behavior. 
The  second  proposition  is  the  humanization  of  the  market. 
There  are  deep  social  and  cultural  forces  which  are  blocking 
the  diffusion  of  market  values  and  reasserting  the  freedom, 
independence,  and  respect  of  civil  society.   Third,  the 
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separation  between  business  and  non-business  value  orien- 
tations remains  relatively  constant. 

The  following  chapter  presents  how  I  incorporated  this 
synthesis  into  a  research  design.   I  proposed  a  study  of 
three  cases  that  would  illuminate  the  topic  by  means  of 
ethnographic  probes  into  three  companies.   The  case  studies 
generated  hypotheses  and  appropriate  variables  to  predict  to 
the  three  avenues  of  evolutionary  development.   I  then 
tested  the  variables  and  hypotheses  in  a  survey  of  prominent 
CEOs . 


CHAPTER  4 
RESEARCH  DESIGN 


Introduction 

The  project  I  undertook  is  designed  to  approach  these 
rather  abstract  issues  by  focusing  on  the  values  of  cor- 
porate executives  in  order  to  understand  why  they  choose  or 
not  choose  to  commit  their  assets  to  activity  that  is  consi- 
dered socially  responsible.   Corporate  social  responsibility 
encompasses  all  the  behavior  and  policies  specifically  and 
overtly  designed  to  incorporate  civil  society  values  into 
business  goals.   In  this  sense,  corporate  social  responsi- 
bility operationalizes  the  problem  of  value  integration,  or 
carefully  fostered  non- integration.   Some  corporations  are 
moving  toward  greater  commitment  to  social  responsibility. 
Some  eschew  such  value  orientations.   Thus  contemporary 
corporations  reveal  a  variance  of  value  orientation  from 
economic  to  integration  rationality. 

Each  of  the  three  propositions  of  evolutionary  develop- 
ment generates  hypotheses .   To  mention  but  a  few — 

1)  under  the  first  proposition: 

The  corporation  always  acts  to  maximize  self- 
interest  as  a  superior  ethic  for  both 
business  and  society. 

The  executive  creates  and  shapes  corporate  culture 
to  conform  to  the  maximizing  ethic. 
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Executives  engage  society  on  their  own  terms, 

always  in  favor  of  the  company's  image. 
Corporate  social  responsibility  is  a  fad. 

2)  under  the  second  proposition: 

Corporate  action,  even  economic  action,  is 

effective  only  if  it  responds  to  society's 
interest. 

The  executive  shapes  corporate  culture  to  be 
responsive  and  responsible. 

Good  ethics  is  good  business. 

A  healthy  community  means  a  healthy  company. 

3)  under  the  third  proposition: 

Noblesse  oblige. 
Executives  resist  regulation. 

Executives  resist  pressure  from  society  and  do  not 
bend  to  it. 

These  hypotheses  are  only  some  of  the  possible  ones 
that  could  be  generated.   In  order  to  better  understand  what 
the  appropriate  hypotheses  might  be,  I  am  framing  this  study 
in  the  context  of  work  already  completed  towards  that  goal. 
I  have  framed  the  literature  review  to  expand  an  anthropo- 
logical perspective  on  the  evolution  of  the  business  cor- 
poration in  America.   I  have  also  conducted  a  pilot  study  on 
several  large  corporations  to  see  what  important  variables 
might  be.   It  is  worth  mentioning  the  pilot  study  because  of 
its  importance  in  generating  varieibles  for  the  case  studies . 

I  conducted  a  pilot  study  for  this  research  in  which  I 
interviewed  corporate  executives  from  five  major  business 
firms  in  Pittsburgh,  PA.   Two  firms  are  privately  held,  one 
in  retail  sales  and  the  other  in  financial  services.   The 
other  three  are  publicly  held  firms  involved  in  energy, 
finance,  and  manufacturing.   These  three  ranked  cimong  the 
top  10  companies  in  the  area.   The  privately  held  retail 
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firm  is  the  largest  retailer  of  its  kind  in  the  tri-state 
area. 

The  themes  that  emerged  in  the  interviews  indicated  the 
executives'  awareness  of  their  personal  influence  in  the 
company,  a  commitment  to  community  action,  a  civic  pride, 
and  a  high  sensitivity  to  social  criticism.   Most  of  the 
executives  expressed  pride  in  Pittsburgh  and  attributed  that 
pride  to  their  own  values  and  upbringing.   There  was  also  a 
clearly  stated  affirmation  that  a  healthy  community  means  a 
healthy  business,  and  that  good  ethics  is  good  business. 

The  pilot  study  was  important  for  several  reasons . 
First  of  all,  I  gained  access.   The  interviews  were  long  and 
the  executives  gave  me  as  much  time  as  I  wanted.   They 
wanted  to  talk.   Secondly,  the  CEO  emerged  as  a  major 
determinant — his/her  upbringing,  values,  and  qualities  come 
to  bear  on  the  activities  the  company  undertakes.   There  are 
other  possible  determinants  which  are  listed  below.   Third, 
it  became  apparent  that  the  range  of  socially-responsible 
activities  is  wide  and  covers  policy  both  internal  to 
company  operations  as  well  as  policy  directed  to  external 
parties.   However,  the  reasons  for  committing  company  assets 
to  community  endeavors  was  not  always  clear,  nor  was  the 
reason  why  some  projects  were  chosen  over  others.   The 
choice  is  not  always  associated  with  profit  margins  and  the 
variance  in  activity  is  wide.   What  is  needed,  therefore,  is 
an  ethnographic  probe  into  the  topic  to  reveal  its  range  of 
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meaning  to  corporations  and  the  possible  range  of  correlates 
and  explanations  for  its  variance.   The  variance  in  value 
orientation  and  in  policy  should  provide  keys  to  under- 
standing the  selective  forces  at  work  on  the  corporation  and 
its  evolutionary  direction. 

Therefore,  both  the  pilot  study  and  the  literature 
suggest  that  the  CEO  and  senior  executives  are  cirucial  to 
creating,  maintaining,  or  rejecting  social  responsibility. 
Why  this  should  be  so  is  partly  clear:  theoretically  they 
have  the  power  and  authority  to  enforce  policy.   It  is  also 
partly  unclear:  officers  often  adapt  to  the  corporate 
culture  that  precedes  them  in  the  organization.   Why  the  one 
and  not  the  other  exists  in  any  given  corporation,  and  why 
the  variance  between  corporations,  are  empirical  cpiestions 
for  the  research. 

I  conceive  of  corporate  social  responsibility  as  the 
whole  range  of  ethical,  legal,  economic,  and  discretionary 
activity  that  a  firm  undertakes,  so  I  considered  a  broad 
range  of  activity  and  response.   My  idea  was  to  not  concen- 
trate on  the  things  that  companies  commonly  due,  especially 
monetary  contributions  to  company  foundations  or  to  charity. 
Rather  I  was  interested  in  companies  that  have  made  a  choice 
to  be  socially  active  or,  conversely,  those  not  to  be. 

I  carried  out  the  case  study  analysis  in  two  stages. 
First,  I  conducted  semi-structured  interviews  with  the  CEO 
and  senior  executives  of  each  of  the  three  companies.   The 
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important  variables  covered  in  the  interviews  are  listed 
below.   The  interviews  were  also  open-ended  with  the 
intention  of  gaining  the  perspective  of  the  executive  as  it 
relates  to  the  issues.   Second,  as  a  way  of  both  confirming 
the  validity  of  what  the  executives  said  as  well  as  a  means 
of  preparing  myself  for  the  interviews,  I  gathered  back- 
ground information  on  the  company  from  any  of  a  variety  of 
sources:  annual  reports,  proxy  statements,  shareholder 
proposals,  employee  surveys  and  reports,  news  media, 
governmental  regulatory  agencies,  citizen  groups  that 
monitor  corporations,  industry  associations  and  foundations. 
One  very  important  source  of  information  was  community 
leadership,  local  foundations,  and  officers  of  civic- 
business  coalitions,  in  short  the  company's  social 
environment . 

The  purpose  of  these  case  studies  was  to  ascertain  the 
major  independent  variables  that  I  wanted  to  check  against  a 
larger  population.   The  second  phase  of  the  research  was  a 
survey  of  110  CEOs  in  Florida.   The  survey  was  done  after 
the  fieldwork  and  after  I  had  elaborated  hypotheses  that 
predicted  to  the  three  propositions.   The  presentation  and 
analysis  of  the  survey  is  explained  in  a  subsequent  chapter. 

Parameters  of  the  Interviews 
The  major  parameters  and  variables  listed  below  are  the 
variables  that  I  checked  for  independently  in  each  of  the 
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three  case  studies.    There  are  three  principle  sources  for 
these  variables.   First  of  all,  the  general  areas  are  the 
areas  that  executives  brought  to  my  attention  during  the 
pilot  study,  most  especially  the  independent  variables 
associated  with  the  person  of  the  CEO  and  company  culture. 
As  discussed  above,  all  the  executives  spoke  about  their 
lives  and  how  significant  life  events  shaped  their 
perception  of  responsibility  and  commitment  to  particular 
social  causes. 

The  second  source  for  the  variables  came  from  some  of 
the  literature  reviewed  in  the  previous  chapter.   There  are 
areas  of  internal  and  external  activity  that  companies 
respond  to.   Some  areas  are  more  closely  associated  to 
economic  performance;  others  are  not. 

The  third  source  ceune  from  watchdog  and  advocacy 
groups.   These  areas,  employee  relations,  fair  employment, 
family  issues,  social  policy,  and  environmental  responsi- 
bility, should  be  familiar  to  even  the  most  casual  observer 
of  contemporary  corporate  relations.   For  example.  Fortune 
Magazine  publishes  an  annual  survey  of  corporate  performance 
and  ranks  the  country's  most  admired  companies  according  to 
these  types  of  variables.   The  October  1992  edition  of 
Working  Mother  Magazine  published  a  survey  of  the  best  100 
companies  for  a  mother  to  work  for  (Moskowitz  and  Townsend, 
1992).   The  survey  reviewed  corporate  policies  on  family 
life,  benefits,  and  the  hiring  of  females.   Surveys  such  as 
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these  are  common  and  appear  in  daily  newspapers  from  time  to 
time. 

One  of  the  more  rigorous  sources  for  the  dependent 
variables  in  my  study  came  from  the  advocacy  groups  that 
study  corporate  policy  in  order  to  advise  "socially 
responsible"  investors.   The  index  of  the  Council  on 
Economic  Priorities  and  the  Domini  Social  Index  are  two  of 
the  most  significant.   The  fact  that  company  rankings  exist 
is  itself  significant.   Major  brokerage  firms  list  socially 
responsible  portfolios  according  to  these  rankings.   There- 
fore, and  most  crucial  to  my  study,  this  means  that  institu- 
tional pressure  in  the  form  of  the  availability  of  capital 
is  becoming  a  factor  in  the  evolution  of  corporations .   How 
strong  that  pressure  is  or  can  become  to  select  a  specific 
path  of  development  is  an  empirical  question.   The  arcane 
values  of  early  activists  have  found  institutional  expres- 
sion in  the  investment  world 1 

Dependent  Variables 
I  considered  six  general  areas  of  dependent  variables. 
Within  the  six  are  two  discreet  areas  of  action,  activity 
internal  to  and  external  to  corporate  structure.   The  first 
area  was  employee  relations.   The  way  that  a  firm  treats  its 
employees  was  expressive  of  societal  values  and  pressures . 
That  treatment  was  reflected  in  formal  company  policy,  such 
as  a  benefits  package.   Why  companies  even  provided  health 
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benefits  was  an  interesting  question  that  other  studies 

could  address.   There  was  a  range  of  issues  and  policies  and 

a  variance  in  employment  treatment.   I  sought  to  document 

current  policies  and  investigate  why  the  company  had  the 

policies . 

In  the  area  of  employee  relations,  based  on  the  sources 

cited  above,  the  variables  I  looked  for  are 

health  plans 

retirement  benefits 

personnel  development 

flex  time — flexible  working  hours 

job  sharing — team  work  or  cooperation 

response  to  AIDS 

drugs  and  alcohol  policy 

The  second  area  was  similar  to  the  first.   It  encom- 
passed the  variables  within  the  range  of  fair  employment 
activity.   Some  of  these  practices,  as  I  discovered,  are 
stipulated  by  law  or  regulatory  statute.   Therefore,  the 
motive  for  implementing  policy  in  an  area  ceune  from 
government.   However,  other  varieibles  are  not  stipulated  by 
law,  even  though  there  might  exist  great  social  pressure  for 
the  adoption  of  proactive  policies  in  this  general  area. 
There  is  great  variance  on  these  issues  among  companies . 
Therefore  it  seemed  important  to  understand  the  issues  and 
the  reasons  for  the  variance.   For  exeimple,  the  pressure  on 
companies  to  hire  women  and  minorities  and  attend  to  their 
career  development  was  strong. 

The  variables  I  looked  for  under  fair  employment, 
according  to  the  sources  listed  above,  are 
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;  racial  discrimination 
:  sexual  discrimination 
:  sexual  harassment 
:  minority  recruitment 
:  minority  internships 
:  promotion  of  women 
:  comparable  pay 

The  growing  numbers  of  working  mothers  and  the  high 
rate  of  married  couples  in  the  work  place  have  placed 
growing  pressure  on  companies  to  attend  to  family  issues. 
The  resistance  to  this,  of  course,  is  strong.   One  of  the 
questions  raised  by  critics  of  corporate  fctmily  policy  was 
precisely,  why  should  a  company  provide  for  so  many  family 
needs  of  its  employees?    In  society's  view,  the  corporation 
was  a  major  economic  resource.   It  was  being  called  upon  to 
use  its  assets  in  favor  of  its  employees  by  adopting 
policies  that  relate  to  the  family  life. 

In  the  area  of  family  related  benefits,   I  looked  for 

the  following  policies  and  variables 

:  parental  leave 
:  child  care 
:  elder  care 

:  focus  groups  or  in-service  sessions 
on  current  issues 

The  ways  that  companies  engage  society  in  its  external 
relations  and  policies  was  the  second  major  area  of  inves- 
tigation.  What  they  do  and  why  they  do  it  are  both  essen- 
tial questions.   In  this  arena  civil  society  is  played  out 
to  its  fullest.   According  to  the  sources  listed  above,  I 
checked  for  several  areas  in  the  social  policy  of  corpor- 
ations that  actually  related  to  a  corporation's  defense  and 
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promotion  of  self-interest.   They  also  related  to  how  a 
corporation  engages  other  actors  and  agencies  in  society. 
Again,  there  was  a  range  of  activity  and  variance  in 
performance. 

In  the  area  of  social  policy,  I  looked  for  the 
following  variables  in  each  of  the  three  cases: 

:  investment  of  company  funds 

:  overseas  operations 

:  corporate  contributions 

-to  the  arts 

-to  education 

-to  health  and  human  services 

-to  economic  development 
:  political  action  committees 
:  community  involvement 

-personal  time  of  executives 

-personal  time  of  employees 

-use  of  facilities 
:  civic  coalitions 
:  small  business  networks  and  support 

Of  all  of  the  issues  under  study,  the  most  politically 

acute  is  environmental  responsibility.   Therefore  it  was 

important  to  investigate  the  firm's  performance,  as  well  as 

the  executives'  perception  of  environmental  issues.   In  the 

area  of  environmental  responsibility  I  checked  for,  in  each 

case,  the  following; 

:  environmentally  protective  measures 

:  environmentally  proactive  policies 

:  response  policy  to  environmental  crisis 

:  community  education  and  outreach 

In  all  of  the  areas  listed  above,  it  is  not  enough  to 

know  that  a  company  has  a  policy  on  the  books.   Compliance, 

implementation,  and  congruence  between  policy  and  action  is 

the  final  dependent  variable.   One  of  the  concerns  raised  in 
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the  study  of  business  ethics  was  that  although  a  company 
might  have  elaborate  codes  of  ethics,  compliance  is  not 
guaranteed.   Indeed,  sometimes  the  codes  are  used  as  a 
public  relations  ploy  and  have  little  impact  in  the 
organization.   Therefore,  compliance  behavior  was  checked 
for  in  each  case.   Just  as  in  the  case  of  the  behavior  of  an 
individual,  what  one  says  one  does  and  what  one  actually 
does  can  be  two  different  things. 

Independent  Variables 

Variance  in  the  performance  of  the  dependent  variables 
could  logically  be  attributed  to  several  causes.   There  is 
literature  to  support  the  contention  that  the  chief  execu- 
tive officer  and  senior  executives  need  to  be  taken  into 
account  in  order  to  understand  corporate  performance.   My 
own  pilot  study  suggested  that  the  executive  is  a  key 
factor,  if  not  the  most  important  one.   Therefore,  variables 
associated  with  the  executives  might  be  the  key  to  under- 
stand the  variance. 

Similarly,  there  are  dimensions  of  corporate  culture 
that  explain  compliance  with  codes  of  conduct  (Jackall, 
1988;  Mathews,  1988).   Corporate  culture  might  also  explain 
the  variance  in  social  responsibility. 

However,  the  social  and  economic  environment  in  America 
today  is  a  highly  regulated  one.   Often  times,  corporate 
performance  in  some  of  the  areas  listed  as  socially 
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responsible  is  mandated  by  law  or  regulatory  statute.   The 
social  and  political  environment  of  a  corporation  is  a  key, 
perhaps  decisive  dimension. 

Accordingly,  the  independent  variables  flow  from  the 
dependent  ones  and  from  the  body  of  research  undertaken  to 
come  to  terms  with  this  phenomenon.   The  variables  that  I 
checked  for  in  each  of  the  case  studies  are  listed  below. 

From  the  literature,  then,  and  the  sources  listed, 

company  size,  location,  and  style  of  leadership  seemed  to 

influence  policy  and  performance.   Therefore,  I  checked  for 

the  following  variables  regarding  each  company: 

history  of  firm 
culture 

management  style 
industry 
company  size 
company  location 
internal  communications 
profitcibility  margins 

It  became  apparent  in  the  course  of  the  pilot  study 

that  the  social  environment  of  the  corporations  was 

different.   The  financial  institution  was  the  most  highly 

and  stringently  regulated.   Regulation  curtailed  the  free 

range  of  activity  of  leadership.   The  retail  company  was 

less  stringently  regulated  yet  had  to  comply  with  sets  of 

regulatory  statutes  that  the  financial  institution  did  not. 

The  manufacturing  firm  responded  to  pressure  from  citizens 

groups  that  the  other  firms  did  not  need  to  respond  to. 

Therefore  it  was  imperative  in  the  case  studies  to 

investigate  the  social  environment. 


155 

Accordingly,  I  checked  for  the  following 

:  state  and  federal  legal  and  regulatory  pressures 
:  industry  or  company  ethical  standards  or  policy 

on  executive  behavior 
:  community  standards  and  expectations  of 

executives 
:  consumer/customer  concerns  and  pressures 
:  watchdog  and  pressure  groups  on  practice  and 

investment  policies 
:  investors '  and  potential  investors '  concerns 
:  shareholder  interests 

What  seems  to  be  inescapable  was  the  influence  of  the 
chief  executive  officer  and  senior  management  on  esta- 
blishing company  policy  in  all  significant  areas.   In  the 
pilot  study  significant  life  events  were  discussed  by  the 
executives.   Each  one  described  how  those  events  shaped 
his/her  vision  of  responsibility  and  leadership.   Therefore 
it  is  essential  for  this  study  to  query  the  executives  about 
their  values  and  visions.   The  root  issue  was  precisely 
whether  the  private  sector  of  family  and  community  ties 
shaped  the  values  of  business  leaders. 

With  the  senior  executives,  I  checked  for  the  following 

variables 

age 

gender 

education — degrees  and  institutions 

place  of  origin 

ethnicity 

time  with  company 

positions  held  with  company 

input  into  policy  and  decision  making 

perception  on  the  focus  of  personal 

commitments  to  community 
;  perception  of  his/her  business'  role  in  the 

community 
:  perception  of  community  and  environmental 

responsibility  as  important  attribute  of 

company's  reputation  and  success. 
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Having  established  the  parameters  for  the  case  studies, 
I  proceeded  to  seek  three  companies  that  would  fit  my 
criterion  of  each  representing  variance  in  social  per- 
formance.  The  three  cases  are  presented  below.   The  goal  of 
doing  them  was  to  assess  which  of  the  independent  variables 
seemed  most  significant  in  influencing  social  policy.   Once 
the  variables  were  established,  they  were  tested  in  larger 
sample  to  determine  which  predicted  to  more  or  to  less 
socially-responsible  activity  and,  consequently,  which 
hypothesis  was  supported  by  that  finding. 


CHAPTER  5 
THE  CASE  STUDIES 


I  selected  and  received  permission  from  three  companies 
that  met  my  criteria  of  providing  variance  in  size,  indus- 
try, and  location.   They  also  showed  variance  in  regard  to 
their  performance  in  socially  responsible  activity,  the 
underlying  difference  in  the  three  proposed  avenues  of 
evolutionary  development. 

The  first  company  is  Ben  and  Jerry's  Homemade,  Inc. 
Ben  and  Jerry's  actively  promotes  itself  as  a  progressive, 
liberal,  socially-responsible  business.   The  executives  of 
the  other  two  cases  requested  confidentiality.   The  names  of 
the  companies,  executives,  location,  and  industry  are  dis- 
guised in  my  presentation.   All  other  information,  including 
contents  of  interviews,  is  accurate  and  undisguised  for  each 
case. 

Ben  and  Jerry's  Homemade,  Inc. 
One  of  the  country's  most  vocal  proponents  of  a  new 
business  paradigm  is  Ben  and  Jerry's  Homemade,  Inc.  Co- 
founders  Ben  Cohen  and  Jerry  Greenfield  advocate  a  new  model 
for  the  business/society  relationship.   It  is  a  model  that 
declares  that  business  is  the  most  powerful  force  in  society 
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and  the  power  of  business  should  be  used  for  positive  social 
change . 

Ben  and  Jerry's  Homemade,  Inc.  was  incorporated  in 
Vermont  in  1977  when  Ben  Cohen  and  Jerry  Greenfield  began 
making  ice  cream  in  a  renovated  gas  station  in  Burlington, 
VT.   Its  feature  product  was  homemade  ice  creeim  made  in  an 
antique  rock  salt  ice  cream  freezer.   The  company  has  grown 
since  then,  expanded  its  operations  into  a  new  manufacturing 
facility  in  Waterbury,  VT  with  a  distribution  center  in 
Springfield,  VT.   Another  manufacturing  plant  is  soon  to  be 
built  in  St.  Alban's,  VT. 

The  company  makes  super  premiiim  ice  creeun  and  low  fat 
frozen  yogurt  in  unique  and  regular  flavors .   It  is  in  a 
highly  competitive  industry  segment,  super  premium  product. 
Super  premium  ice  cream  is  a  high  butterfat  ice  cream, 
approximately  15%  fat  and  less  that  20%  air  content.   It 
also  makes  a  line  of  novelty  products,  such  as  a  brownie  bar 
ice  cream  sandwich  and  Peace  Pop.   Its  products  are  marketed 
through  supermarkets,  retail  outlets  and  convenience  stores. 
It  sells  product  in  bulk  to  restaurants  and  franchised  scoop 
shops.   The  company's  products  are  distributed  primarily 
through  independent  regional  ice  cream  distributors  in  New 
England,  Pennsylvania,  Florida,  Texas,  and  through  Dreyer's 
Grand  Ice  Cream,  Inc.,  and  its  subsidiary  Edy's  Grand  Ice 
Cream  in  the  Chicago  and  San  Francisco  metropolitan  areas. 
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For  the  year  ended  December  28,  1991,  Ben  and  Jerry's 
had  total  sales  of  over  $96,000,000.   It  has  349  full-time 
employees.   The  company  has  enjoyed  years  of  steady  growth 
and  is  currently  doing  very  well.   Share  prices  nearly 
tripled  during  1991. 

Ben  and  Jerry's  promotes  a  "down  home"  Vermont  image  of 
its  products.   Its  packaging  and  sales  materials  emphasize 
that  image  as  well  as  the  company's  commitment  to  support 
family-owned  dairy  farms.   Ben  and  Jerry's  also  consciously 
and  deliberately  promotes  a  vision  of  corporate  responsi- 
bility that  is  purported  to  be  different  from  main  stream 
corporate  America. 

The  corporate  ideology  is  very  clearly  articulated. 
Business  is  the  most  powerful  institution  in  society  and  the 
power  of  business  should  be  used  to  improve  the  quality  of 
life  in  our  communities,  local,  national,  and  international. 
Business'  power  ought  to  be  used  to  promote  the  social  good. 
This  conviction  is  often  repeated  by  employees  at  all  levels 
of  the  organization.   It  is  a  conviction  that  has  been 
formalized  into  the  company  mission  statement  elaborated  and 
codified  in  1988. 

The  mission  statement  spells  out  the  guiding  principles 
for  Ben  and  Jerry's.   It  has  three  equal  parts.   The  company 
is  committed  to  fulfilling  the  three  components  as  an  inte- 
grated whole  while  respecting  all  the  individuals  inside  and 
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outside  the  company  and  the  communities  they  make  up.   The 

1991  Annual  Report  spells  this  out  in  some  detail: 

PRODUCT  MISSION: 

To  make,  distribute  and  sell  the  finest  quality  all- 
natural  ice  cream  and  related  products  in  a  wide 
variety  of  innovative  flavors  made  from  Vermont  dairy 
products . 

SOCIAL  MISSION: 

To  operate  the  company  in  a  way  that  actively 
recognizes  the  central  role  that  business  plays  in  the 
structure  of  society  in  initiating  innovative  ways  to 
improve  the  quality  of  life  of  a  broad  community: 
local,  national  and  international. 

ECONOMIC  MISSION: 

To  operate  the  company  on  a  sound  financial  basis  of 
profitable  growth,  increasing  value  for  our 
shareholders  and  creating  career  opportunities  and 
financial  rewards  for  our  employees. 

How  these  convictions  are  delineated  in  company  policy 
and  why  they  have  come  to  be  guiding  principles  were  the  two 
foci  of  my  interviews  at  Ben  and  Jerry's.   I  was  ahlB   to 
carry  out  nine  in-depth  interviews  with  members  of  senior 
management,  including  the  recently  retired  president  of  the 
company,  one  member  of  the  board  of  directors,  and  the 
director  of  investor  relations.   Chico  Lager,  the  former 
president,  was  critical  because  he  was  with  the  company 
since  the  beginning  and  is  credited,  by  some,  for  its 
economic  success.   In  addition,  I  formally  interviewed  two 
employees,  spoke  informally  with  many,  and  was  given  the 
results  of  the  most  recent  employee  survey  in  the  areas 
pertinent  to  my  research. 

Ben  Cohen  was  on  sabbatical  and  was  not  available.   I 
was  repeatedly  told  not  to  try  to  contact  him.   I  had 
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written  to  him  months  before  my  visit,  but  he  did  not 
respond.   Executives  seemed  somewhat  protective  of  Ben  and 
admitted  that  the  requests  for  interviews  are  constant  and 
numerous.   Jerry  Greenfield  was  highly  visible  during  my 
time  there.   He  declined  to  be  interviewed  and  suggested 
that  I  meet  with  the  people  that  I  did,  in  fact,  interview. 
However,  I  greeted  Jerry  very  often  in  the  hallways.   We  did 
spend  some  informal  time  speaking  and  discussing  a  fev 
issues.   He  expressed  interest  in  my  project  but  simply  did 
not  want  to  be  interviewed. 

The  leadership  team  of  Ben  and  Jerry's  is  committed  to 
finding  ways  to  improve  the  quality  of  life  of  employees  as 
well  as  the  community,  defined  as  local,  national,  and 
international.   So  the  mission  statement  has  both  internal 
and  external  repercussions.   The  internal  aspects  cover  a 
wide  range  of  policy. 

The  most  notable  and  controversial  of  the  stands  that 
Ben  and  Jerry's  has  taken  is  a  commitment  to  maintain  a 
compensation  ratio  of  7  to  1.   That  is,  the  highest  paid 
executive  does  not  earn  a  salary  higher  than  seven  times  the 
lowest  paid  full-time  employee  that  has  been  with  the  com- 
pany at  least  one  year.   Management  and  employees  expressed 
strong  convictions  about  this,  even  as  senior  officials 
admitted  that  this  pay  scale  is  a  problem  for  recruiting 
competent  management  professionals.  ' 
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Ben  Cohen  has  spoken  publicly  and  strongly  about  this 
policy.   Indeed,  while  waiting  for  a  tour  of  the  ice  cream 
factory,  the  visitor  to  the  facility  is  entertained  by 
television  monitors  replaying  Ben's  interview  on  ABC  NEWS 
Nightline.      In  that  interview  he  forcefully  argued  that 
corporate  executive  compensation  in  America  is  way  out  of 
line  with  principles  of  simple  justice.   No  executive,  he 
argued,  deserves  to  receive  a  compensation  package  300  times 
greater  than  the  package  offered  to  on-line  employees.   For 
Ben  and  Jerry's,  the  commitment  to  a  7;1  compensation  ratio 
means,  concretely,  that  no  executive  currently  earns  more 
than  $100,000. 

The  compensation  ratio  is  one  expression  of  the 
company's  notion  of  "linked  prosperity."   "Linked  pros- 
perity" was  articulated  in  various  ways  by  various  persons. 
The  constant  and  consistently  heard  theme  refers  to  the 
organizational  belief  that  all  employees,  from  the  bottom 
up,  are  responsible  for  the  success  of  the  company.   A  kind 
of  "we're  all  in  this  together"  attitude.   Resources  should 
be  allocated  in  a  way  that  recognizes  everyone's  contri- 
bution, contributes  to  their  quality  of  life  on  and  off  the 
job,  and  recognizes  the  inter-relatedness  between  the 
company  and  society  at  large. 

The  second  most  notable  expression  of  these  convictions 
is  the  company's  minimum  wage.  At  the  time  of  my  visit,  the 
minimum  wage  was  $8.00  an  hour  and  there  was  talk  of 
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increasing  it  by  25  cents.   The  commitment  is  to  provide  a 
salary  to  employees  that  is  livable,  not  just  minimal.   The 
company  established  a  committee  to  study  what  it  would  cost 
a  single  parent  of  two  children  to  live  well  in  Vermont. 
The  values  that  undergird  establishing  that  committee  are 
what  guides  the  wage  standards .   One  member  of  the  board  of 
directors  indicated  that  the  figure  arrived  at  is  neither  a 
target  figure  nor  goal,  rather  it  flows  out  operationally 
from  the  company's  commitment  to  provide  a  liveeible  wage. 
The  federal  minimum  wage  is  simply  too  low.   Company  policy 
therefore  concludes  that  it  is  unacceptable. 

One  consequence  of  the  7 : 1  compensation  package  is  that 
changes  on  one  level  of  the  organization  ripple  through  the 
whole  organization.   If  the  minimum  wage  is  raised  by  25 
cents,  that  raise  is  felt  proportionately  throughout  the  pay 
scale.   Conversely,  if  the  highest  paid  person  gets  a  raise, 
then  that  raise  is  felt  proportionately  throughout  the 
system.   The  relation  of  workers  to  the  company  and  to  the 
pay  that  differentiates  their  rewards  is  felt  to  be  a  basic 
ingredient  in  morale,  commitment,  and  worker  quality. 

Ben  and  Jerry's  benefits  package  compares  to  what  other 
companies  offer,  with  some  exceptions.   For  example,  this 
company  extends  benefits,  especially  health  insurance,  to 
the  unmarried  partners  of  employees .   This  means  that  gay 
and  lesbian  couples  are  treated  as  married  for  benefits 
purposes .   New  fathers  can  get  a  paternity  leave  of  two 
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weeks  full  pay.   There  is  even  an  adoption  leave  of  four 
weeks  at  full  pay  for  the  primary  care-giver.   These 
benefits  are  not  common  in  American  business.   Again  social 
policy  and  the  responsibility  of  the  company  in  contributing 
to  widely  ramifying  social  welfare  in  civil  society  is  what 
drives  decisions  about  employee  relations. 

The  benefits  package  is  comprehensive.   Free  health  and 
dental  coverage  is  provided  for  all  full-time  employees  and 
Ben  and  Jerry's  pays  90%  of  the  premium  for  dependents. 
Life  insurance  is  paid  for  by  the  company  at  a  face  value  of 
two  times  one's  annual  salary,  with  no  maximum.   Short  and 
long-term  disability  covering  100%  of  salary  at  onset  to  a 
minimum  coverage  of  60%  of  salary  is  also  provided. 

Profit  sharing  is  an  important  part  of  "linked  pros- 
perity. "   For  example,  according  to  Chico  Lager,  the  company 
has  always  shared  its  success  with  its  employees  in  the  form 
of  bonuses  and  has  set  a  figure  of  5%  of  pre-tax  profits  for 
bonuses .   There  is  an  employee  stock  purchase  plan  and  a 
401(k)  retirement  fund.   The  401(k)  fund  allows  employees  to 
defer  from  1%  to  15%  in  tax-free  investments,  and  it  offers 
four  different  investment  funds  that  are  considered  socially 
responsible  portfolios.   Ben  and  Jerry's  matches  dollar  for 
dollar  up  to  2%  of  the  deferral.   One's  retirement  fund  is 
fully  vested  after  2  1/2  years  with  the  company. 

The  Employee  Assistance  Program  (EAP)  has  a  very  high 
level  of  participation.   Dave  Barash,  the  former  director  of 
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human  resources  who  established  the  EAP,  estimates  that  one 
third  to  one  half  of  employees  have  used  the  confidential 
counseling  service.   Last  year  alone  it  cost  over  $72,000, 
an  amount  fully  paid  for  by  the  company. 

There  is  also  an  education,  or  tuition,  reimbursement 
fund.   It  provides  from  30%  to  90%  reimbursement  of  tuition 
costs  to  any  full-time  employee  for  ongoing  education.   The 
wellness  progreim  offers  occasional  classes  on  financial 
planning,  stress  management  and  other  topics  as  the  need  is 
perceived,  free  blood  pressure  and  cholesterol  screening, 
and  at  least  once  a  month  a  massage  therapist  is  available 
for  20  to  30-minute  massages. 

One  major  area  of  concern  within  the  organization  is 
the  hiring  of  ethnic  minorities,  especially  African- 
Americans.   According  to  the  1991  annual  report,  at  the  end 
of  1991  only  three  of  its  349  employees  were  African- 
American.   The  company  has  been  trying  to  hire  more 
minorities,  but  there  is  a  sense  that  Vermont  has  such  a  low 
population  of  minorities  that  attracting  blacks  to  the 
company  as  well  as  to  the  state  is  difficult. 

The  company  has  a  history  of  being  honest  and  open 
about  its  performance  within  and  without  the  company.   Each 
year  a  social  performance  audit  is  prepared  as  part  of  the 
annual  report.   Most  of  the  just  mentioned  benefits  and 
policies  are  spelled  out  in  the  1991  annual  report.   So  are 
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some  of  the  policies  that  implement  the  company  mission  to 
society. 

There  are  many  ways  that  Ben  and  Jerry's  reaches  out  to 
society  and  commits  assets  to  the  community.   The  first  and 
most  notable  expression  of  company  outreach  is  the  high 
level  of  donations.   This  company  gives  7.5%  of  pre-tax 
earnings  to  its  own  company  foundation,  and  it  gives 
thousands  of  dollars  worth  of  products  to  community 
activities  everywhere  that  Ben  and  Jerry's  retailers  and 
franchises  are  located. 

The  foundation  receives  7.5%  of  the  company's  pre-tax 
income,  which  last  year  totaled  $528,000.   For  the  year 
ended  December  31,  1991,  Ben  and  Jerry's  Foundation  awarded 
$376,000  to  73  recipients.   The  foundation  was  established 
in  1985  to  support  grass-roots  organizations  concerned  with 
the  welfare  of  children  and  their  families,  disadvantaged 
groups,  and  the  environment.   It  gives  to  1%  For  Peace,  an 
organization  founded  by  Ben  Cohen  to  promote  and  educate 
about  peace,  nuclear  disarmament,  and  international  coop- 
eration.  It  also  supports  a  legislative  action  campaign 
that  supports  the  passage  of  legislation  to  allocate  1%  of 
the  United  States  defense  budget  to  projects  promoting 
peace.   In  support  of  1%  For  Peace,  the  company  has  devel- 
oped a  novelty  product,  its  "Peace  Pop, "  and  the  packaging 
for  the  product  contains  literature  describing  1%  For  Peace. 
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Ben  and  Jerry's  also  gives  cash  grants  through  monies 
raised  by  tours  of  the  factory  at  Waterbury,  VT.   This  fund 
is  disbursed  by  a  committee  of  employees .   In  the  state  of 
Vermont,  the  company  acts  as  an  agent  for  participating 
retail  stores  in  transferring  funds  derived  from  the  sale  of 
"factory  second"  ice  cream.   Participating  Vermont  retail 
grocers  designate  a  special  local  organization  to  receive  a 
$0.35  contribution  from  each  pint  of  "factory  second"  ice 
cream  purchased  from  Ben  and  Jerry's.   On  behalf  of  the 
retail  stores,  Ben  and  Jerry's  transferred  approximately 
$162,000  to  114  organizations  in  Vermont  in  fiscal  year 
1991. 

In  Vermont  alone,  the  company  donated  $31,000  worth  of 
first  and  second  quality  ice  cream  to  public  events  and 
community  celebrations.   There  is  a  company-wide  focus  on 
community  involvement  and  the  sponsorship  of  community 
events.   Retailers  and  franchisers  agree  to  sponsor  com- 
munity celebrations  as  a  means  of  increasing  company 
involvement  in  the  communities .   It  is  also  a  conscious 
method  of  marketing.   Getting  the  name  and  product  out 
through  sponsoring  events  for  Little  League  Baseball  and  the 
Public  Library,  Ben  and  Jerry's  deliberately  avoids  tradi- 
tional methods  of  promotion  and  enhances  its  image  as  a 
community  minded  company. 

This  year  Ben  and  Jerry's  sponsored  four  outdoor 
festivals — one  in  Stowe,  VT  in  conjunction  with  the  annual 
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shareholders  meeting,  one  in  Chicago  at  Navy  Pier,  one  in 
Golden  Gate  Park  in  San  Francisco,  and  the  other  in  Newport, 
RI .   The  festivals  are  promoted  as  community  celebrations 
with  musical  groups  and  entertainment.   They  are  also  used 
to  actively  promote  company  campaigns,  such  as  the  Save  the 
Family  Farm  campaign,  1%  For  Peace,  and  the  Children's 
Defense  Fund.   For  example,  in  San  Francisco  an  estimated 
100,000  people  attended  and  over  22,000  postcards  were  sent 
to  Congress  urging  that  Congress  divert  defense  spending  to 
peacetime  programs . 

Employees  are  encouraged  to  participate  in  the  festi- 
vals.  The  one  in  Stowe,  VT  had  98%  employee  participation. 
Every  effort  is  made  to  put  on  an  enjoyable  day  and  workers 
reported  enthusiastically  that  it  is  fun.   The  event  serves 
the  function  of  bringing  people  together,  building  cohesion 
and  cooperation  within  the  organization.   Employees  also  are 
involved  in  community  service.   A  kind  of  job-pool  has  been 
established  at  the  Waterbury  factory  listing  tasks  that  the 
community  needs,  such  as  painting  fire  hydrants,  carpentry 
work  at  a  school,  etc.   Employees  are  encouraged  to  get 
involved,  even  during  work  hours. 

The  last  major  area  of  concentrated  effort  is  Ben  and 
Jerry's  environmental  progrcum.   This  year  the  company  signed 
and  endorsed  the  Valdez  Principles,  which  binds  it  to  adhere 
to  10  standards  of  environmental  practice  (Appendix  A) .   The 
Valdez  Principles  are  promoted  by  CERES,  the  Coalition  for 
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Environmentally  Responsible  Economies.   No  corporation  in 
the  Fortune  1000  ranking  has  signed  on  to  the  principles. 
Ben  and  Jerry's  did  after  the  issue  was  raised  by  a  share- 
holder at  the  annual  meeting. 

The  company's  environmental  program  has  four  compo- 
nents.  First,  in  its  packaging  and  product  development  Ben 
and  Jerry's  continues  to  research  and  implement  recycled  and 
recyclable  materials.   It  uses  "Rainforest  Crunch"  in  one  of 
its  flavors.   "Rainforest  Crunch"  is  a  nut  crunch  made  of 
nuts  harvested  by  Amazonian  indigenous  peoples .   The  moti- 
vation behind  this  project  is  to  protect  the  rainforest  and 
stop  its  destruction  by  harvesting  resources .   This  benefits 
the  world's  environment  and  provides  a  source  of  revenue  to 
the  indigenous  peoples . 

Secondly,  the  company  waste  stream  is  a  critical  area 
of  concern.   Conservation  efforts  include  everything  from 
recycling  office  paper  and  plastic  pails  to  cutting  down  on 
the  use  paper  towels  in  the  rest  rooms  and  using  only 
refillable  pens  in  the  offices. 

One  contentious  issue  is  the  waste  and  sewage  treatment 
of  the  by-products  of  the  ice  cream  making  operation  as 
such.   Dairy  waste  is  toxic.   Ben  and  Jerry's  has  had  to 
find  ways  to  pre-treat  its  waste  and  reduce  the  volume 
poured  into  the  waste  treatment  facility  of  the  Village  of 
Waterbury.   Some  of  the  things  the  company  has  come  up  with 
are  innovative.   For  example,  it  supplies  nearby  pig  farms 
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with  500  to  700  gallons  of  ice  cream  spillage  as  food  for 
the  hogs.   It  supplies  farmers  with  liquids  such  as  the 
remnants  of  cherry  juice  for  fertilizing,  and  the  company 
has  built  a  greenhouse  that  experiments  with  natural /  non- 
chemical  ways  of  treating  waste  water.   These  programs  are 
controversial  and  have  caused  ill-feeling  in  the  community 
of  Waterbury.   This  will  be  discussed  below. 

Thirdly,  is  energy  conservation.   One  goal  is  the 
reduction  of  electrical  consumption  by  25%  in  five  years. 
Another  is  research  to  reduce  water  usage,  improve  lighting, 
and  the  energy  efficiency  of  factory  equipment  (Appendix  C) . 

The  final  set  of  programs  in  the  environmental  package 
deals  with  community  outreach.   For  example,  the  company 
sponsors  the  Vermont  Christmas  tree  mulching  program,  a  used 
paint  and  used  tire  recycling  progrcun,  and  a  legislative 
campaign  calling  for  an  increase  in  auto  fuel  efficiency 
standards.   One  of  the  company's  promotional  vans  is 
equipped  with  solar  panels  and  the  van  itself  is  promoted  as 
an  example  of  the  use  of  solar  energy. 

In  terms,  then,  of  the  policies  and  programs  that 
effect  the  workplace  and  community  outreach,  Ben  and  Jerry's 
Homemade,  Inc.  has  made  a  deliberate  attempt  to  be  proactive 
and  responsible  (Appendix  B) .   In  the  10-K  report  filed  with 
SEC,  the  company  notes  that  it  believes  that  it  is  in  sub- 
stantial compliance  with  all  the  regulatory  requirements 
applicable  to  its  operations.   The  company  is  subject  to  the 
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United  States  Food  and  Drug  Administration,  the  Vermont 
Department  of  Agriculture,  state  licensing  agencies  in  the 
states  where  they  have  operations.  The  Federal  Trade 
Commission,  state  departments  of  environmental  regulation, 
and  agencies  that  oversee  workplace  issues  such  as  the  Equal 
Employment  Opportunity  Commission  and  OSHA. 

There  is  a  conscious  commitment  to  employees  and  the 
community  in  the  notion  of  "linked  prosperity."   Ben  and 
Jerry's  promotes  itself  as  a  socially  conscious  and  respon- 
sible business  that  uses  its  resources  for  the  greater 
social  good.   Indeed,  Ben  Cohen  has  spearheaded  other 
efforts  such  as  sponsoring,  with  other  CEOs,  the  esta- 
blishing of  a  lobbying  organization  in  Washington  called 
Businesses  for  Social  Responsibility.   He  is  the  force 
behind  1%  For  Peace  and  "Rainforest  Crunch."   The  latter  is 
a  trade  name  product  of  a  company  he  started  called 
Community  Products,  Inc. 

Ben  and  Jerry's  takes  stands  on  political  issues.   For 
example,  it  did  not  support  the  build  up  to  the  war  in  the 
Persian  Gulf.   Yet  it  does  not  contribute  funds  to  political 
campaigns  and  has  no  Political  Action  Committee. 

My  interviews  at  this  company  focused  on  several 
issues.   The  first  and  most  basic  issue  centers  around  the 
reasons  why  the  company  values  community  outreach  and 
environmental  awareness .   Why  do  they  promote  an  alternative 
model  of  business  in  America?   Secondly,  I  wanted  to 
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understand  how  the  social  mission  gets  translated  down  the 
line  and  across  the  board  in  the  organization  and  what 
employees  think  eibout  it.   And  thirdly,  I  needed  to  under- 
stand some  of  the  issues,  especially  the  incongruencies . 

For  example,  the  7:1  compensation  ratio  is  a  noteworthy 
and  admirable  policy.   It  is  also  a  problem  in  recruiting 
competent  people.   The  Employee  Stock  Purchase  Plan  is 
another  noteworthy  policy.   Yet  a  careful  reading  of  the 
annual  report  shows  clearly  that  most  of  the  stock  is 
controlled  by  a  few  people,  especially  by  Ben  Cohen  and 
Jerry  Greenfield,  and  no  effort  was  made  to  extend  stock 
ownership  this  year  as  the  price  per  share  tripled.   Fur- 
ther, I  discovered  that  the  company  faced  a  real  problem 
with  its  waste  discharge  to  the  Village  of  Waterbury.   And 
finally,  Ben  and  Jerry's  had  refused  to  put  nutritional 
labels  on  its  products.   Now  it  must  do  so  as  new  federal 
regulations  take  effect  soon. 

Ben  and  Jerry's  promotional  literature  describes  Ben 
Cohen  and  Jerry  Greenfield  as  two  down-to-earth,  down  home 
type  guys,  friends  since  childhood,  who  got  into  ice  cream 
making  almost  on  a  lark.   They  started  to  make  ice  cream, 
wanted  it  to  be  creamy,  premium  ice  cream  and  started  to 
innovate  with  the  flavors.   The  first  year  that  they  had  a 
profit,  they  decided  to  have  a  party  for  customers  and  the 
community.   It  was  the  first  "free  cone  day,"  recognizing 
the  community  support  of  the  company's  success.   The  two 
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entrepreneurs  simply  felt  that  they  should  give  back  some- 
thing to  the  community,  so  they  had  a  party  and  gave  away 
ice  cream. 

This  is  how  Ben  and  Jerry's  commitment  to  the  community 
began.   It  came  from  a  conviction  to  give  back  and  share  the 
success.   Later,  as  the  company  really  started  to  make 
money,  the  sense  of  sharing  and  reciprocity  through  giving 
back  expanded  into  other  areas.   Chico  Lager  signed  on  with 
the  company  then  and  stayed  on  until  this  year.   Chico 's 
explanation  of  how  this  idea  of  social  responsibility  began 
is  consistent  with  company  literature.   As  a  matter  of  fact, 
Chico  maintains  that  when  the  business  really  started  to 
make  serious  money,  Ben  and  Jerry  were  surprised  and  even 
frightened.   They  thought  seriously  about  selling  out. 
Ideologically  committed,  they  were  determined  not  to  become 
wealthy  corporate  types  socializing  into  the  tight-fisted 
corporate  managers  they  perceived  around  them  who  often 
abused  power  and  influence  associated  in  their  view  with 
wealth. 

Basically,  according  to  Chico,  Ben  and  Jerry's  values 
are  typical  of  the  values  of  the  1960s  generation.   Civil 
rights,  individual  freedom,  anti-war,  anti-corruption  in 
government  and  business,  and  a  belief  that  big  business  is 
destroying  the  environment  and  abusing  people  for  profit. 
Chico,  and  others,  said  that  these  values  don't  necessarily 
come  from  their  religious  upbringing.   Ben  and  Jerry  are  not 
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really  religious  people  in  the  sense  of  adhering  to  any 
organized  religion.   They  are  products  of  the  '60s  and 
wanted  to  run  their  business  in  a  way  that  was  coherent  with 
the  values  of  the  '60s.   It  is  from  that  period  that  they 
derived  the  belief  that  business  is  the  most  powerful  force 
in  society  and  that  its  force  must  be  used  for  social  good. 

The  closest  affirmation  of  this  that  I  was  able  to  get 
from  Jerry  himself  was  when  I  asked  him  how  he  felt  about 
being  called  a  hippie  from  the  '60s.   He  replied,  "If  that's 
the  worst  thing  that  is  ever  said  about  me,  I'd  be  lucky I " 
My  question  was  in  the  context  of  a  brief  conversation  we 
had  cibout  an  article  on  the  company  published  in  Rolling 
Stone  Magazine. 

The  sense  of  give  back  grew  from  free  cone  days,  to 
community  celebrations,  free  movies  in  the  park  (in  the  pre- 
VCR  days ) ,  a  rebate  to  community  organizations  on  the  sale 
of  factory  second  ice  cream,  and  the  sponsorship  of  com- 
munity events .   Chico  has  been  reviewing  his  notes  of  all 
the  board  meetings  over  the  years  in  preparation  for  a  book 
he  is  writing  on  the  company.   From  this  source  he  notes 
that  during  all  those  years  Ben  Cohen  was  consistent  with 
his  commitment  to  giving  back.   The  particular  form  of 
giving  has  changed  and  some  programs  expanded.   But  the 
conviction  has  been  constant. 

Liz  Bankowski  is  a  member  of  the  board  of  directors  and 
recently  took  on  a  new  job  inside  the  company  as  director  of 
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social  mission.   Her  task  is  to  think  through  what  the  idea 
of  social  mission  means,  theoretically,  and  how  the  company 
can  improve  its  social  mission  in  all  of  its  activities 
concretely.   As  I  questioned  her  about  Ben  and  discussed  the 
values  and  where  they  came  from,  Liz  agreed  that  a  lot  of 
this  sounds  like  '60s  thinking,  but  she  added  that  Ben  does 
not  own  the  vision  anymore. 

There  is  a  group  of  people  in  the  company,  and  in  other 
companies,  who  also  feel  themselves  part  of  the  vision  and 
are  committed  to  carrying  it  through.   Why?   Because  a 
business  is  not  isolated  from  its  social  context.   The 
business  sector  cannot,  they  declare,  go  on  abusing  its 
power,  abusing  the  environment.   For  Liz,  the  question  at 
play  here  is  not  so  much  how  profitable  a  business  can 
become  or  how  much  it  returns  to  its  shareholders.   It  is, 
rather,  how  the  wealth  is  redistributed,  and  that  redis- 
tribution depends  on  the  values  of  leadership. 

All  of  the  benefits  and  the  programs  offered  to 
employees  are  not  part  of  the  social  mission.   Liz  argued 
that  employee  relations  are  part  of  the  economic  mission 
because  of  an  implicit  contract  with  the  employees  who  are 
responsible  for  the  success  of  the  business.   A  company  is 
obligated  to  its  employees  because  its  relationship  to  its 
employees  is  key  to  long-term  survivability. 

So  I  asked  her  about  the  minimum  wage .   It  would  seem 
that  accepting  the  federal  minimum  wage  is  enough;  it  is  the 
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minimum  required.   Liz  believes  that  it  is  not  enough 
because  it  is  not  enough  to  live  on.   This  company  is 
committed  to  providing  its  employees  with  a  liveible  wage.- 
And  from  an  organizational  perspective,  that  is  good  for  the 
long  term. 

There  is  currently  a  discussion  within  the  company  on 
what  the  social  mission  really  is.   For  Liz  it  is  an  added 
feature  in  contrast  to  the  economic  mission  which  is  essen- 
tial.  Recognizing  relationships  as  a  value  (relationships 
to  employees,  vendors,  etc.)  that  is  part  of  the  economic 
mission  means  sustaining  an  important  ethical  content  in  the 
relationship. 

The  social  mission  of  the  company  has  grown  over  the 
years  and  was  usually  associated  with  "do-gooder"  stuff. 
But  as  it  becomes  more  and  more  a  part  of  what  the  company 
does,  the  social  mission  is  seen  as  critical  to  the  success 
of  the  company.   Liz  affirmed  that  this  is  so  "both  because 
of  what  it  does  to  employee  morale  and  commitment  to  the 
company,  and  for  what  it  has  meant  externally  in  the 
marketplace,  for  people's  image  of  the  kind  of  company  that 
we  are . " 

Three  important  issues  were  raised  in  this  interview. 
The  first  is  the  treatment  of  employees  as  part  of  the  eco- 
nomic mission  and  the  need  to  build  and  value  the  relation- 
ship to  employees  for  long-term  survival.   Secondly,  social 
responsibility  has  repercussions  in  the  market  place.   By 
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that  she  meant  that  people  buy  the  product  and  buy  stock 
because  of  the  reputation  of  the  company.   Third,  as  the 
social  mission  evolves  both  theoretically  and  concretely  it 
is  being  brought  into  the  organization  as  an  essential  and 
articulated  feature  of  corporate  life. 

Rob  K^ial-ik,  the  director  of  public  relations,  saw  no 
contradiction  in  taking  advantage  of  the  reputation  of 
social  responsibility  in  marketing  and  sales.   There  is  no 
contradiction  because  there  is  substance  to  the  claim.   If 
the  community  activities  of  the  company  boost  its  sales,  so 
much  the  better.   It  becomes  a  win-win  situation. 

Rob's  defense  of  the  company's  social  image  adds  a  cur- 
ious dimension  to  the  neoclassical  market  ethic  of  unmiti- 
gated self-interest.   Social  responsibility,  the  articulated 
concern  for  the  other,  including  the  environment,  boosts 
sales.   If  the  example  of  Ben  and  Jerry's  is  not  an  isolated 
one,  then  civil  society  values  might  indeed  be  shaping  the 
evolution  of  the  corporation  in  establishing  the  ultimate 
win-win . 

One  of  the  ways  that  Ben  and  Jerry's  is  implementing 
the  social  mission  is  reviewing  all  of  its  policies  within 
the  organization  and  extending  its  values  to  vendors  and 
distributors.   This  is  a  delicate  endeavor  but  presently 
they  are  thinking  it  through.   Allen  Parker,  the  director  of 
investor  relations  and  special  projects,  is  charged  with  the 
responsibility  of  developing  a  "vendor  certification" 
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process.   He  would  like  to  do  detailed  research  on  vendors 
to  see  how  socially  responsible  they  are  as  a  criterion  for 
doing  business  with  Ben  and  Jerry's. 

Allen  is  also  doing  special  projects.   For  example,  he 
is  in  charge  of  "sourcing, "  that  is  finding  the  sources  of 
fruits  and  nuts  for  new  products.   This  effort  has  taken 
some  interesting  turns.   One  was  a  desire  to  support  black- 
owned  family  farms  in  Georgia.   It  is  known  that  family 
farms  are  disappearing  at  an  alarming  rate  and  that  black 
family  farms  are  disappearing  four  times  faster  than  white- 
owned  farms .   So  Ben  Cohen  announced  on  the  Today  Show   that 
as  part  of  Ben  and  Jerry's  commitment  to  support  family- 
owned  farms,  they  were  going  to  buy  peaches  from  black-owned 
family  farms  in  Georgia.   When  Allen  went  to  Georgia,  he 
discovered  that  there  were  very  few  black  farmers  producing 
peaches . 

There  was  a  similar  experience  with  pecans  in  Georgia. 
In  this  instance,  the  company  will  help  growers  harvest  and 
pack  pecans .   But  when  Allen  went  to  Georgia  to  negotiate 
with  a  farmers'  cooperative,  he  discovered  cultural  and 
economic  realities  that  he  did  not  expect  and  racism  that  he 
was  not  prepared  for.   He  learned  that  "when  you  are  dealing 
with  traditionally,  economically,  racially,  disenfranchised 
people,  there  are  much  larger  issues  at  work  than  simply  the 
mechanics  of  creating  the  structure  to  get  the  product." 
The  company  is  still  committed  to  assisting  the  cooperative. 
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The  same  commitment  is  seen  in  the  company's  support  of 
Greyston  Bakery  of  Yonkers,  NY.   The  bakery  was  developed  by 
community  groups  to  provide  jobs  in  an  area  of  high  unem- 
ployment.  Ben  and  Jerry's  assisted  in  the  start  up,  pro- 
viding capital  and  technical  expertise  to  help  the  bakery 
get  running.   That  bakery  now  provides  30,000  pounds  of 
brownies  a  month  to  Ben  and  Jerry's  for  its  Chocolate  Fudge 
Brownie  bars.   Ben  and  Jerry's  is  not  the  bakery's  only 
customer;  it  has  developed  a  wide  customer  base.   The 
Greyston  Community  Network  reinvests  profits  from  the  bakery 
into  housing,  job  training,  and  counseling  for  the  homeless. 

One  of  the  questions  I  posed  concerned  how  all  this 
affects  employees.   Indeed,  Allen  explained  to  me  that 
employees  are  involved  at  many  levels  of  projects  such  as 
Greyston  Bakery  and  are  proud  of  it.   They  are  also  involved 
in  areas  unrelated  to  business.   For  example,  a  group  of 
employees  went  to  Northern  Quebec  to  experience  the  life  of 
the  Cree  Indians  who  are  being  displaced  from  land  they  have 
occupied  for  over  5,000  years.   The  Hydro-Quebec  $60  billion 
project  is  diverting  rivers  into  the  world's  largest  hydro- 
electric complex.   It  is  flooding  an  area  the  size  of  Lake 
Erie  to  build  215  dams  and  dikes,  19  river  diversions  and  23 
electric-generating  stations.   Ben  and  Jerry's  publicly 
opposed  the  state  of  Vermont's  commitment  to  purchase  power 
from  Hydro-Quebec.   That  particular  company  resolution  was 
drafted  only  after  the  employees  reported  back  on  what  they 


180 
had  experienced/  their  thoughts  on  the  destruction  of  native 
American  land. 

Employees  were  involved  in  a  company  sponsored  ceimpaign 
to  save  family  farms  and  are  participating  this  year  in  a 
Ceimpaign  to  support  the  Children's  Defense  Fund.   Employees 
have  the  feeling  that  they  are  involved  and  their  partici- 
pation makes  a  difference.   The  two  employees  I  interviewed 
agreed  with  this.   Even  more  so,  they  stated  that  their 
participation  in  projects  gave  them  a  sense  of  being  valued 
as  individuals,  a  sense  of  personal  affirmation  they  did  not 
experience  in  other  companies  (Appendix  D) . 

The  employee  survey  results  showed  the  same  thing. 
When  asked  if  "commitment  to  social  causes  is  important  to 
our  success,"  82%  of  hourly  employees  said  yes,  93%  of 
salaried  non-managers,  and  87%  of  salaried  managers  and 
supervisors  also  said  yes.   In  all  three  areas  the 
percentage  points  increased  over  the  previous  year. 

When  asked  to  what  extent  the  company's  values  and 

practices : 

set  a  positive  example:  94%  agreed 

fulfill  social  mission:  91%  agreed 

show  dignity  and  respect:  74%  agreed 

make  work  joyful:  69%  agreed 

practice  what  it  preaches:  66%  agreed 

respect  home  responsibilities:  49%  agreed 

These  are  pretty  high  marks .   The  last  item  is 

interesting.   Ben  and  Jerry's  has  been  growing  rapidly  and 

the  pressure  of  growth  within  the  organization  as  a  whole 

and  on  the  production  line  in  particular  is  intense.   As  one 
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manager  confided  to  me,  "We  are  selling  so  good,  we  can"t 
make  enough  ice  cream. "  The  tug  between  work  and  home  is 
reflected  in  the  low  mark  employees  gave  the  company  on  how 
it  respects  their  home  responsibilities. 

One  of  the  issues  I  raised  with  Chico,  Liz,  and  Mary 
Kam,  the  quality  assurance  director,  was  how  much  the 
company  actually  respects  an  individual  employee's  right  to 
disagree  with  company  social  policy.   The  answer  was  the 
same  from  all  three.   Theoretically  the  company  does  respect 
one's  right  to  disagree.   There  is  no  political  litmus  test. 
In  fact,  some  employees  disagreed  with  the  company's  stance 
on  the  build  up  to  the  Gulf  War.   But,  they  also  admit  that 
there  is  a  problem  here.   This  company  has  a  liberal, 
progressive  philosophy,  and  it  is  going  to  take  political 
stands,  which  it  claims  it  has  a  right  to  do,  as  Chico 
asserted.   It  needs  to  make  sure  that  there  are  no 
recriminations  taken  by  supervisory  personnel  against  those 
who  disagree. 

The  July  9-23,  1992  issue  of  Rolling  Stone  published  an 
article  on  Ben  and  Jerry's.  That  article  pursued  the  ques- 
tion of  respecting  the  right  of  dissent  within  the  organi- 
zation. Jerry  Greenfield  was  quoted  as  saying  some  rather 
unfavorable  things.  "If  I  can  fire  somebody  for  making  bad 
ice  cream,  I  can  fire  them  for  being  a  bad  person"  (Sulli- 
van, 1992:  79).  Jerry  explained  to  me  that  this  was  cited 
out  of  context.   The  reporter  was  raising  hypothetical 
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circumstances  that  have  never  happened.   Nevertheless,  in 
real  world  terms  of  interactions,  the  issue  of  respect  for 
individual  rights  is  clearly  at  issue  at  Ben  and  Jerry's. 

Why  this  is  even  an  issue  is  intriguing.   Ben  and 
Jerry's  is  a  progressive,  avant  garde  organization.   There 
is  no  dress  code.   Informality  and  creativity  reign  in  the 
work  place.   Everyone  that  I  interviewed  said,  in  more  or 
less  the  same  way,  that  this  company  has  one  of  the  greatest 
collections  of  creative  talent  and  individuality.   All  life 
styles  are  respected.   Having  fun  is  almost  company  policy. 
But  as  the  social  mission  becomes  more  a  constitutive  dimen- 
sion of  the  organization  as  a  whole,  disagreement  about 
particular  stands  and  expressions  of  that  mission  are  inevi- 
tcible.   How  the  dissenters  will  be  treated  is  an  issue. 
There  were  two  recent  incidents  that  brought  this  need  to 
respect  dissenting  opinion  into  view. 

One  move  for  which  the  company  received  public  praise 
and  strong  internal  criticism  was  a  grant  of  $500,000  to  the 
dairy  cooperative  that  supplies  it.   Early  in  1991,  federal 
support  for  dairy  programs  was  cut.   The  cuts  resulted  in  a 
25%  decline  in  milk  prices.   Instead  of  taking  advantage  of 
the  lower  price,  Ben  and  Jerry's  agreed  to  pay  its  supplier 
a  premium  price  equivalent  to  what  it  had  been  paying 
between  1986  and  1990;  that  amounted  to  a  $500,000  rebate. 
Ben  Cohen  went  on  record  as  saying  that  money  ceime  out  of 
company  profits,  "where  it  doesn't  belong,  and  into  farmers' 
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pockets,  where  it  does  belong.   We  refuse  to  prop  up  our 
bottom  line  with  bankrupt  family  farms"  (Annual  Report, 
1991). 

Many  employees  felt  that  this  was  an  unfair  move.   If 
the  company  has  so  much  extra  money  to  spend,  why  were  not 
the  employees  given  a  one  dollar  an  hour  raise?  There  were 
hurt  feelings  over  this  as  a  group  of  employees  expressed 
the  concern  that  the  company  should  take  care  of  its  own 
first. 

The  second  incident  involved  the  strong  stance  Ben  took 
against  the  build  up  to  the  Persian  Gulf  War.   He  made 
public  statements  against  it.   For  a  time  it  was  unclear 
whether  or  not  he  would  support  the  war.   The  matter  that 
raised  concern  was  that  there  were  employees  who  had 
relatives  that  were  called  up  for  military  service,   Ben's 
strong  anti-war  stance  was  perceived  as  unsensitive  to  the 
families  who  had  members  on  active  duty.   The  employees  felt 
that  the  company  did  not  respect  their  needs  nor  right  to 
voice  support  for  President  Bush's  policy. 

The  respect  for  individual  rights  and  for  individuality 
is  clearly  an  issue  at  Ben  and  Jerry's.   It  is  interesting 
to  note  that  in  studies  cited  in  the  previous  chapter, 
organizational  culture  can  have  a  restrictive  impact  on 
employees.   At  times  the  ethic  of  the  market  place  replaces 
the  personal  ethics  and  value  systems  of  employees  as  they 
are  encouraged  to  act  always  in  the  firm's  best  interest. 
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advancing  the  goals  of  profit  making,  even  if  that  means 
cheating  and  not  reporting  violations  of  law.   Most  cor- 
porate critics  see  this  displacement  of  ethics  as  repugnant 
and  abusive. 

Ben  and  Jerry's  is  approaching  the  same  dilemma  from 
the  other  end.   A  highly  avant  garde  company  with  a  strong 
social  ideology  and  agenda  is  facing  the  issue  of  permitting 
employees  to  freely  dissent  from  that  ideology.   To  use  the 
current  catch  phrase,  "political  correctness"  can  itself  be 
intolerant.   The  issue  of  employee  individuality,  the  degree 
of  individualism  permitted,  and  the  adherence  to  strict 
codes  of  company  policy,  both  written  and  unwritten,  are 
issues  that  most  major  companies  are  forced  to  confront. 
Ben  and  Jerry's  is  not  an  exception. 

There  are  two  remaining  controversial  issues:  the  7:1 
compensation  ratio  and  the  waste  issue  in  Waterbury.   The 
7 : 1  compensation  ratio  raises  two  critical  questions .   The 
first,  can  the  company  hire  competent  managers?  The  second, 
are  there  hidden  ways  that  executives  are  being  paid? 

Chico  Lager  was  the  most  articulate  in  his  opposition 
to  the  7:1  ratio,  Mary  Kam  the  most  in  favor.   At  first  Mary 
strongly  asserted  that  working  for  a  company  like  Ben  and 
Jerry's  is  enough  satisfaction.   "You  have  to  be  committed 
to  what  this  company  stands  for  to  want  to  work  here  in  the 
first  place."   However  as  we  talked  about  this,  Mary  did 
express  that  in  her  personal  situation  she  has  no  need  of  an 
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excessive  salary.   She  is  in  a  financially  sound  position. 
When  I  pressed  her  on  this,  she  admitted  that  if  a  person 
had  a  family  and  more  financial  obligations,  it  might  be 
difficult  to  work  for  the  salary  Ben  and  Jerry's  offers.   So 
the  satisfaction  of  working  for  a  socially-responsible  com- 
pany might  not  be  enough  in  the  face  of  greater  financial 
need. 

Chico  was  direct.   Toward  the  end  of  his  tenure  as 
president  of  the  company  there  were  people  under  him  earning 
more  than  he.   He  argued  in  meetings  that  since  he  had  more 
responsibility  for  the  success  of  the  business  he  should  be 
compensated  more.   He  also  argued  against  the  7:1.   The 
hiring  process  is  very  long.   It  takes  months  to  hire  a  new 
person  at  the  senior  level  and  part  of  the  hang  up  is 
because  of  the  salary.   Why  would  someone  move  to  Vermont  to 
work  for  much  less,  maybe  100%  less,  than  what  they  could 
earn  somewhere  else? 

Chico 's  explanation  of  the  evolution  of  this  ratio 
demythologizes  the  rhetoric.   It  is  simple.   In  the  early 
days  he,  Ben,  and  Jerry  worked  long  hours,  had  virtually  no 
life  outside  the  business,  and  took  a  pay  that  the  business 
could  afford.   As  the  business  started  to  grow  and  the 
organization  grew  with  it,  salaries  were  disbursed  according 
to  what  the  business  could  afford.   Salaries  were  low.   All 
the  effort  went  into  making  the  company  profitable.   A  few 
years  ago  the  idea  of  a  salary  ratio  was  proposed  and  they 
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came  up  with  5:1.   Actually,  at  that  time  the  ratio  wasn't 
even  close  to  5:1;  it  was  lower. 

This  idea  was  linked  to  the  charitable  contributions 
and  bonuses.   For  years,  they  simply  gave  money  to  groups 
that  asked  and  decided  to  put  5%  of  profits  back  into 
bonuses  for  employees.   It  was  an  arbitrary  figure.   Again, 
as  the  company  grew  one  of  the  things  that  happened  was  the 
foundation.   It  was  started  primarily  as  a  way  to  organize 
and  purify  the  contributions  process.   They  stayed  at  5%  on 
bonuses  but  increased  contributions  to  the  foundation  to 
7.5%. 

When  Chico  retired  he  was  given  a  compensation  package 
that  included  stock  and  life  insurance  (1991  10-K  Report). 
So  I  asked  Chico  if  there  are  stock  offerings  made  to 
attract  senior  personnel.   He  said  no.   But  he  explained 
that  Ben  is  legitimately  criticized  for  his  unwavering  stand 
on  this  issue.   The  criticism  is  that  Ben  is  wealthy;  he  is 
a  millionaire.   He  can  afford  the  7:1  ratio. 

This  led  me  to  look  closer  at  stock  ownership.   Four 
officers  and  directors  own  23%  of  the  Class  A  shares.   They 
also  own  62%  of  the  Class  B  shares.   Class  B  shares  have  10 
times  the  voting  power  of  Class  A  shares.   Ben  alone  con- 
trols half  the  shares.   Ben  is  the  most  ardent  proponent  of 
the  7:1  ratio. 

I  pursued  the  question  of  stock  payoffs  to  senior 
officials  with  Liz  Bankowski.   As  a  member  of  the  board  of 
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directors,  she  is  certain  that  no  special  arrangements  of 
stock  options  are  done  to  attract  managers,  and  all  benefits 
are  ecjual  throughout  the  organization. 

In  its  relation  to  the  local  community,  there  has  been 
controversy.   The  village  manager  of  the  Village  of  Water- 
bury  is  quoted  in  the  1991  Annual  Report  as  having  said, 
"Sometimes  when  you're  out  saving  the  world  you  forget  about 
the  home  front . "   Sol  interviewed  him .   He  agreed  that  the 
quote  is  accurate  and  was  willing  to  talk  about  Ben  and 
Jerry ' s . 

He  is  glad  that  Ben  and  Jerry's  is  in  Waterbury  and  is 
appreciative  of  the  support  the  community  receives  from  the 
company.   But  there  have  been  problems.   Ben  and  Jerry's 
opened  the  Waterbury  facility  in  1988  and  the  village 
immediately  had  a  severe  waste  water  problem.   The  state  of 
Vermont  has  very  strict  environmental  guidelines.   When  the 
company  was  planning  its  facility,  it  negotiated  an  agree- 
ment between  the  municipality  and  the  state  to  build  its  own 
treatment  facility.   The  technology  for  the  treatment  was 
new  and  in  the  end  did  not  work.   To  make  a  long  story 
short,  the  ice  cream  facility  was  dvunping  waste  into  the 
village's  stream  far  in  excess  of  permitted  volume,  putting 
a  strain  on  the  municipality's  treatment  facility. 

That  caused  a  severe  problem  that  led  to  a  renovation 
of  the  town's  treatment  facility.  But  Ben  and  Jerry's  was 
fined  twice  by  the  state  for  non-compliance  with  permits. 
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The  first  time,  the  state  remitted  the  fine  to  the  town  for 
upgrades  in  its  sewage  plant.   The  second  time,  Ben  and 
Jerry's  asked  that  the  state  remit  the  fine  to  the  town  for 
upgrades.   Then  Ben  and  Jerry's  publicized  that  they  had 
made  contributions  to  the  town  for  sewage  treatment. 

So  the  town's  facility  was  upgraded  and  it  won  an  award 
from  the  EPA.   Ben  and  Jerry's  tried  to  get  as  much  positive 
public  relations  out  of  this  as  it  could.   In  the  end,  they 
were  forced  to  come  up  with  some  ways  to  reduce  waste.   As 
the  town  manager  concluded,  "That  is  why  they  are  giving 
this  stuff  to  pig  farmers." 

The  town  also  had  problems  with  water  permits .   It 
changed  its  pay  structure  from  a  descending  pay  scale  to  an 
ascending  one.   That  means,  the  more  water  you  use  the  more 
you  pay.   The  company  was  not  happy  with  that. 

The  village  manager  did  express  appreciation  for  the 
company's  presence.  "How  much  better  the  world  would  be  if 
all  companies  were  like  Ben  and  Jerry's.   They  probably 
reach  90%  of  their  goals  and  should  be  commended  for  that." 
Nevertheless  there  are  hard  feelings. 

Ben  and  Jerry's  is  expanding  and  during  the  past  year 
or  so  has  been  searching  for  a  location  in  Vermont  for  a 
second  production  facility.   The  Waterbury  village  manager 
suspected  that  they  were  out  to  get  as  favorable  a  deal  they 
could  on  sewage  and  water.   I  interviewed  the  mayor  of 
Middlebury,  VT.   Representatives  of  Ben  and  Jerry's  had  met 
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with  officials  of  that  town  to  discuss  construction  of  the 
plant.   The  mayor  said  that  it  was  obvious  from  the  start 
what  they  wanted,  water  and  sewage.   But  Middlebury  has 
stringent  guidelines  for  sewage  treatment  and  water  usage 
and  made  that  clear  in  the  meeting.   In  fact,  it  has 
experience  with  dairy  waste  because  a  facility  operated  by 
Kraft  is  in  the  town.   The  representatives  from  Ben  and 
Jerry's  did  not  waste  much  time  in  Middlebury.   They  • 
eventually  found  a  location  in  St.  Alban's. 

When  I  interviewed  the  plant  manager  from  Ben  and 
Jerry's  he  admitted  that  these  problems  had  happened  but 
they  were  working  toward  a  more  positive  relationship  with 
the  town.   When  I  asked  about  sewage  treatment  in  the  new 
facility,  he  said  that  he  thought  that  would  be  taken  care 
of.   Liz  Bankowski  wants  to  make  sure  that  all  of  these 
areas  are  handled  before  setting  up  that  plant  and  that 
decisions  are  made  in  a  totally  responsible  way.   As  she 
said,  it  is  inciimbent  upon  the  company  "to  walk  the  talk  and 
talk  the  walk. " 

In  an  unrelated  area,  something  similar  happened 
regarding  nutritional  labels.   Several  senior  officials  have 
been  requesting  that  the  company  put  nutritional  information 
on  its  labels,  among  them  Liz  Bankowski  and  Mary  Kam.   Ben 
Cohen  has  refused  to  do  so.   When  Mary  asked  for  an 
explanation,  he  said,  in  her  words,  that  their  customers  are 
not  interested  in  that.   Then  he  talked  about  an  even 
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playing  field.   If  the  competitors  do  it,  we  will.   This 
issue  is  now  moot  due  to  new  federal  regulations.   However, 
Ben's  reluctance  is  interesting. 

These,  then,  are  the  issues  facing  Ben  and  Jerry's.   It 
is  a  company  that  makes  premium  ice  cream,  as  Allen  Parker 
commented,  "We  make  our  living  on  sugar  and  fat!"   It  is  a 
company  that  views  itself  as  socially  responsible  and  is  in 
the  process  of  implementing  a  social  mission  across  the 
board  in  all  its  activities.   It  supports  social  causes,  is 
committed  to  employees,  promotes  creativity  and  informality 
in  the  work  place  as  well  as  respect  for  individuals. 

It  has  also  faced  environmental  issues  with  much  the 
same  attitude  that  other  businesses  do.   Its  benefits 
package  is  good.   But,  as  Liz  Bankowski  reported,  other 
companies  do  some  things  better.   It  is  a  company  that  has 
grouped  together  quite  an  assortment  of  people,  encourages 
the  participation  of  everyone  in  all  activities,  and  is  open 
to  suggestions  from  everyone. 

One  last  issue  that  caught  my  attention  was  what  I  want 
to  close  with.   During  the  course  of  this  research  the 
nature  and  role  of  Employee  Assistance  Programs  has  been 
striking.   These  are  programs  that  offer  counseling  on 
substance  abuse  and  an  array  of  personal  issues .   They  are 
programs  designed  to  help  employees  put  their  lives  back 
together.   These  programs  started  in  the  United  States  over 
20  years  ago  as  an  institutional  response  to  substance 
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cibuse.   The  way  it  commonly  works  is  simple.   A  company 
contracts  to  an  EAP  provider  that  offers  confidential 
counseling  for  any  number  of  emotional  problems  and  sub- 
stance abuse.   Typically,  the  company  pays  for  at  least 
several  counseling  sessions.   Then,  either  the  employee's 
insurance  picks  up  the  rest,  if  there  is  extended  coun- 
seling, or  the  company  co-pays  with  the  employee.   It  is 
designed  to  be  totally  confidential. 

What  is  striking  about  this,  for  my  research,  is  that 
here  is  a  program  totally  designed  to  help  another  human 
being  yet  is  being  offered  and  paid  for  by  one's  employer. 
Why  would  executives  do  this?  One  answer  comes  from  EAP 
providers  whose  sales  pitch  to  executives  includes  statis- 
tical information  on  how  much  the  program  will  save  on 
recuperated  time  lost  from  absenteeism.   They  also  say  that 
the  program  will  boost  employee  loyalty,  dedication,  and 
production. 

This  program  is  an  interesting  example  of  the  inter- 
section of  values.   Does  a  company  pay  for  an  EAP  out  of  a 
sense  of  altruism?   Or  does  a  company  pay  for  it  because  it 
is  ultimately  cost-effective? 

I  spoke  with  Dave  Barash  about  the  EAP  at  Ben  and 
Jerry's.   He  was  emphatic.   This  company  does  not  do  an  EAP 
for  any  economic  reason.   They  do  it  because  it  is  needed 
and  it  has  literally  saved  people's  lives.   Dave  strongly 
stated  that  he  knows  people  who  work  at  the  company  who  have 
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put  their  lives  back  together.   Some  have  had  serious  health 
problems  due  to  alcohol  and  drug  abuse  and  others  suffered 
domestic  crisis  due  to  wife  and  child  abuse.   The  EAP  has 
worked  for  them  and  Ben  and  Jerry's  pays  for  it  all. 

One  consequence,  according  to  Dave,  "is  you  now  have  an 
army  of  people  who  have  gone  through  treatment  and  recognize 
warning  signs."   They  will  spontaneously  approach  fellow 
employees  and  encourage  them  to  get  into  counseling.   Ben 
and  Jerry's  would  continue  this  program  no  matter  how  much 
it  cost. 

In  conclusion,  several  issues  can  be  drawn  from  this 
case.   First  of  all,  it  was  clear  in  all  the  interviews  that 
the  values  of  leadership  was  what  determines  the  way  a 
company  will  go.   Ben  Cohen  and  Jerry  Greenfield  are  com- 
mitted to  a  way  of  doing  business  that  is  socially  and 
environmentally  responsible.   They  are  committed  to  redis- 
tributing profits  to  all  constituents.   In  my  analysis  this 
idea  of  redistribution  is  a  center  piece  for  understanding 
business'  changing  role  in  society. 

Secondly,  profit  maximization  is  an  essential  goal. 
Allen  Parker  commented  that  the  company  is  lucky;  so  far  it 
has  been  very  successful.   What  will  happen  when  they  hit 
hard  economic  times,  no  one  knows.   There  were  some  deci- 
sions made  that  seem  to  be  typical  of  a  business  way  of 
doing  things.   Namely,  get  the  best  deal  you  can  from  the 
state  and  municipalities,  fudge  on  the  permits,  do  not  put 
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nutritional  labels  on  the  product.   And,  of  course,  stock 
ownership  has  not  been  an  equalizing  agent  for  all  parties 
concerned . 

The  conviction  to  fully  pay  the  EAP  is  important.   Liz 
Bankowski  has  a  very  realistic  perspective  on  the  company 
and  the  social  mission.   There  are  two  areas  that  she  wants 
to  develop  in  addition  to  implementing  social  mission 
throughout  the  organization.   She  has  contacted  consultants 
to  assist  in  writing  a  code  of  ethics  for  the  company.   She 
also  wants  to  investigate  the  possibility  of  hiring  an 
ethics  officer.   This  concern  of  hers  reflects  the  rapid 
growth  the  company  is  experiencing  and  the  concern  that  the 
organization  grow  in  a  healthy  way,  faithful  to  its  values 
and  commitments . 

Habib  Technologies.  Inc. 
Habib  Technologies,  Inc."  (HTI)  was  founded  in  the 
mid  1960s  by  George  Habib,  the  current  President  and  CEO. 
Mr.  Habib  is  a  true  entrepreneur  who  saw  an  opportunity  in 
the  burgeoning  high  tech  industry  and  decided  to  take  a  risk 
on  an  idea.   His  risk  has  paid  off.   Since  those  days,  the 
industry  has  boomed  and  the  market  niche  of  Habib  Technolo- 
gies has  enjoyed  sustained  growth.   At  the  time  of  my 
visits,  the  company  had  enjoyed  20  consecutive  quarters  of 


^^The  company  name,  industry,  products,  location  and 
the  names  of  executives  are  disguised.  All  other  infor- 
mation, including  statements  of  executives,  are  accurate. 
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over  20%  growth.   During  the  last  year  its  stock  and  deben- 
tures were  listed  on  the  New  York  Stock  Exchange.   The 
company  has  also  been  listed  in  Standard  and  Poors  Midcap 
400,  a  list  of  companies  that  are  used  as  indicators  for 
gauging  economic  trends  and  patterns  in  the  United  States . 

When  I  decided  to  use  Habib  Technologies  in  my  case 
studies,  it  was  not  listed  in  the  references  I  checked  for 
social  responsibility.   In  contrast  to  Ben  and  Jerry's,  it 
enjoys  no  national  reputation  for  performance  in  social 
responsibility.   The  legal  department  requested  that  I 
submit  a  written  description  of  the  kinds  of  information  I 
needed.   I  assured  the  company  of  the  anonymity  typical  of 
anthropological  field  work  in  which  the  identity  of  infor- 
mants is  protected.   I  decided  to  use  this  company,  sus- 
pecting that  it  would  fit  the  proposition  of  a  company  that 
is  not  involved  in  socially  responsible  activities.   It  also 
offered  variance  in  other  ways.   It  is  much  larger  than  Ben 
and  Jerry's,  has  international  operations,  is  in  a  different 
industry,  is  located  in  a  different  state,  and  its  corporate 
structure  seemed  to  be  organized  in  the  traditional  hier- 
archical way.   Ben  and  Jerry's  simply  invited  me  to  Vermont. 
HTI  cleared  my  request  through  its  legal  department. 

The  niche  in  the  high  tech  industry  that  Habib  has 
carved  out  is  actually  considered  more  of  an  industry  itself 
than  a  niche,  and  it  is  highly  competitive.   There  are  four 
major  and  aggressive  competitors.   HTI  has  been  able  to 
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maintain  a  position  of  industry  leadership  through  its 
commitment  to  research  and  development  and  an  emphasis  on 
individual  initiative,  entrepreneur ship,  and  creativity. 
The  company  has  begun  to  implement  an  aggressive  strategy  of 
acquisitions  and  mergers,  including  acquisitions  in  Europe 
and  expansion  throughout  the  world.   It  is  expanding  rapidly 
in  Mexico,  Brazil  and  all  of  South  America,  Europe,  and  the 
Pacific  Rim. 

At  the  time  of  my  visits,  HTI  had  2,711  worldwide 
employees.   Of  these  1,981  are  in  its  United  States  and 
Puerto  Rican  operations.   The  company,  as  mentioned, 
achieved  20  consecutive  quarters  of  20%  or  higher  revenue 
growth,  the  market  value  of  common  stock  increased  39%  over 
the  previous  year  and  dividends  increased  58%.   It  is  in 
some  ways  an  anomaly — a  successful  company  growing  fast 
during  a  recession. 

I  interviewed  the  President  and  Ceo,  Mr.  HcJaib.   I  also 
interviewed  three  of  the  four  other  senior  officers.   I  did 
a  follow-up  interview  with  two  of  these  officers.   I  infor- 
mally interviewed  three  employees  of  the  manufacturing 
facility.   I  also  had  access  to  the  results  of  the  last 
employee  survey  in  areas  pertinent  to  my  research.   I 
interviewed  officials  of  the  local  Chamber  of  Commerce,  the 
president  of  a  trade  association,  directors  of  non-profit 
agencies,  and  the  business  editor  of  the  local  metropolitan 
newspaper.   I  received  a  review  of  this  company  from  the 
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state  environmental  regulatory  agency.   Finally,  I  spoke 
with  general  counsel  of  the  Equal  Employment  Opportunity 
Commission  in  Washington,  D.C.  and  the  assistant  general 
counsel  of  the  state  Human  Relations  Commission. 

Rapid  growth  means  tension  for  a  large  organization  and 
HTI  has  and  is  experiencing  the  tension  that  its  growth  has 
brought  on.   During  strategy  meetings  over  the  past  few 
years,  much  effort  has  gone  into  producing  a  coherent" 
mission  statement  that  serves  as  the  guiding  philosophy  of 
the  company.   Accompanying  the  mission  statement  is  a 
statement  of  "Cultural  Aspirations"  (Appendices  E  and  F) . 
This  statement  espouses  values  and  behaviors  for  all  indi- 
viduals in  the  organization  to  strive  toward  fulfilling. 

The  mission  statement  is  strong.   "Our  mission  is  to 

strengthen  our  position  as  the  dominant  world  leader  in  the 

design,  production,  marketing,  sales  and  servicing  of  (our 

products).   Our  mission  will  be  achieved  by  providing 

superior  customer  service  and  unique,  high  quality  products 

which  will  enhance  customer  productivity  and  profitability. " 

The  mission  statement  goes  on  to  specify  four  areas  of 

commitment.   It  is  short  and  concise. 

We  are  committed  to  maintain  the  Habib  culture  of 
dedicated,  spirited  and  ethical  performance  while 
fulfilling  our  responsibilities  to: 

♦Serve  our  customers  well,  driven  by  the  need  to  stay 
close  to,  anticipate,  listen,  and  respond  to  their 
changing  requirements . 

♦Serve  our  shareholders  by  preserving  and  building  the 
value  of  shareholders'  investment. 
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♦Serve  our  employees  by  creating  an  environment  where 
they  can  contribute,  learn,  grow,  and  advance  based  on 
merit . 

♦Serve  the  business,  social,  and  cultural  needs  of  the 
communities  in  which  we  operate. 

Formalizing  the  mission  statement  was  a  key  event  for 
the  company.   It  was  born  of  a  significant  process  of  col- 
laboration and  consultation.   As  a  result,  the  statement 
offers  clear  purpose  and  goals.   All  of  the  executives  I 
interviewed  characterized  the  corporate  culture  of  HTI  as 
very  fast  paced,  very  competitive,  very  entrepreneurial  and 
creative.   The  statement  of  goals  and  purpose  channels,  in  a 
sense,  the  creative  energies  in  clear  directions. 

Mr.  Habib  himself  is  proud  of  the  mission  statement  but 

spoke  more  of  the  cultural  aspirations  statement,  because 

the  aspiration  statement  is  value  laden  and  represents  the 

kind  of  company  that  Mr.  Habib  wants  his  company  to  become. 

In  some  ways,  this  statement  reflects  his  own  values  and 

principles.   Its  opening  paragraph  sets  the  tone: 

We  all  want  a  company  that  our  people  are  proud  of 
and  committed  to;  where  all  employees  have  an 
opportunity  to  contribute,  learn,  grow  and  advance 
based  on  merit.   Our  people  will  feel  respected, 
listened  to  and  involved.   Above  all,  we  want 
satisfaction  from  our  accomplishments  and  the 
ability  to  further  develop  friendships  in  both  our 
personal  and  professional  lives.   Clearly,  we  must 
enjoy  what  we  are  doing. 

Then  the  document  singles  out  five  areas  that  are 

essential  to  making  the  aspirations  a  reality.   First  is  a 

commitment  to  new  behaviors  of  directness,  openness,  and 

commitment  to  the  success  of  others.   Everyone  should  value 
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the  diversity  of  the  work  force  and  see  it  as  a  strength. 
Recognition  should  be  given  to  everyone  for  the  contribution 
of  each  to  the  success  of  the  company.   Management  must 
maintain  the  highest  ethical  standards  in  all  operations, 
and  an  open  system  of  communication  and  feedback  is 
encouraged. 

Mr.  Ha±)ib  commented  on  the  value  of  a  diverse  work 
force.   He  sees  diversity  as  a  real  strength.   That  is, 
gathering  together  people  with  different  backgrounds, 
academic,  ethnic,  and  cultural,  to  look  for  solutions  to 
common  problems  is  electrifying.   The  challenge  is  to 
harness  that  energy  and  manage  people  in  a  positive  way. 

Mr.  Habib  was  characterized  by  the  other  executives  as 
a  strong  leader,  a  hands-on  manager,  and  a  man  whose  own 
style  and  values  are  imprinted  on  the  organization.   The 
respect  for  diversity  is  rapidly  becoming  a  primary  chal- 
lenge as  the  company  so  quickly  expands  internationally. 
The  vice  president  of  corporate  development  and  assistant  to 
the  CEO  admitted  that  the  conflict  of  cultures  is  a  current 
hot  issue. 

He  referred  not  only  to  the  problem  of  bringing  people 
from  so  many  countries  and  cultures  into  the  organization 
but  also  to  the  problem  of  bringing  people  from  different 
corporate  cultures  into  the  company  in  the  process  of 
acquisitions  and  mergers.   The  differences  are  sometimes 
stark,  such  as  encouraging  an  openness  and  dialogue  at 
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senior  level  to  those  whose  corporate  culture  demanded  a 
closed,  authoritative  managerial  style.   One  of  the  problems 
is  causing  tension  on  a  different  level.   Namely,  there  are 
executives  from  newly  acquired  companies  that  are  earning  a 
higher  salary  than  their  new  bosses  at  HTI .   So  there  are 
many  issues  that  HTI  is  facing,  issues  that  will  be  decided 
in  this  evolutionary  stage  of  the  company. 

My  interviews  at  Habib  Technologies  focused  on  policies 
and  values  that  undergird  the  mission  and  cultural  aspir- 
ations statements.   For  example,  since  one  of  the  goals  of 
the  organization  is  for  all  employees  to  feel  proud  of  their 
work  and  their  company,  I  wanted  to  know  what  was  being  done 
for  the  employees  to  advance  that  goal.   I  asked  whether  the 
company's  relationship  with  employees  was  perceived  as  part 
of  the  economics  of  doing  business  or  if  other  values 
motivated  executives  to  implement  policies  favorable  to 
employees . 

My  questions  also  focused  on  the  company's  activity  in 
the  social  arena,  what  it  is  doing  and  why.   What  I  found 
surprised  me.   It  is  a  company  that  has  a  substantial 
commitment  to  the  local  community  both  in  terms  of  its 
monetary  contributions  to  charity  and  economic  development 
as  well  as  its  commitment  of  personal  time  in  a  number  of 
civic  organizations.   At  the  time  of  my  visits,  HTI  was  the 
top  contender  for  the  "Company  of  the  Year  Award"  presented 
by  the  metropolitan  newspaper.   Later  in  the  year  I 
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discovered  that  Habib  Technologies  had  indeed  won  that 
award . 

Senior  executives  expressed  a  responsibility  for  good 
corporate  citizenship.   This  commitment  is  primarily  carried 
out  by  contributions  of  money  and  personal  time  to  local 
organizations.   Monetary  contributions  cover  a  wide  range  of 
activities:  the  arts,  education,  economic  development  and 
direct  services .   The  company  has  committed  long  term 
financial  support  to  education  and  the  arts  by  endowing  two 
professorships  at  a  local  college  and  a  university  and 
committing  continuing  financial  support  of  performing  arts 
centers . 

This  year,  the  company  contributed  over  $375,000  to 
community  organizations  and  pledged  over  $800,000  more.   The 
executives  I  interviewed  unanimously  agreed  that  the  com- 
pany's involvement  in  the  community  starts  with  the  example 
of  Mr.  Hcibib  himself.   In  1991,  HTI  received  four  awards  for 
economic  and  civic  leadership,  including  the  Governor's 
Business  Leadership  Award.   Mr.  Habib  was  recognized  by  four 
state  and  national  organizations.   Among  these,  he  received 
the  Silver  Medallion  Award  from  the  National  Conference  of 
Christians  and  Jews  and  the  Spirit  of  Entrepreneurship  Award 
by  Inc.  Magazine  and  Ernst  and  Young. 

Mr.  Habib  sejrves  on  the  board  of  eight  local  organi- 
zations, among  them  four  colleges  and  universities.   He 
started  the  business  advisory  council  at  one  of  the  two 
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universities  and  is  a  trustee  of  the  other  one.   Other  HTI 
executives  serve  in  leadership  positions  in  30  organiza- 
tions.  Monetary  contributions  have  been  allotted  this  year 
to  25  civic  organizations,  16  groups  involved  in  the  arts, 
and  42  charitable  organizations.   There  were  15  grants  in 
education,  including  the  professorships  and  a  scholarship 
fund  at  a  local  university.   Managers  and  employees  have 
pledged  more  than  $46,000  to  the  United  Way. 

What  is  striking  about  this  level  of  coiranitment  is  that 
HTI  is  not  a  consumer  product  company  and  gets  little  recog- 
nition in  its  market  for  this  commitment.   Also,  this  acti- 
vity benefits  the  local  community,  where  the  headquarters 
and  a  manufacturing  facility  are  located.   But  in  economic 
terms,  only  3%  of  its  revenues  are  generated  in  its  home 
state.   The  fact  that  HTI  is  not  a  consumer  products  company 
was  reiterated  by  all  the  executives  I  interviewed.   The 
contention  is  that  there  is  a  certain  amount  of  notoriety 
that  comes  with  high  levels  of  civic  involvement,  notoriety 
that  enhances  name  recognition  and  boosts  sales.   This 
company  is  simply  not  known  by  consumers  because  it  sells 
to  other  companies .   So  there  must  be  other  motivations  to 
civic  involvement. 

Mr.  Habib  and  I  discussed  this  point.   He  believes  that 
a  company  gets  involved  in  the  community  outside  of  business 
because  it  is  simply  the  right  thing  to  do.   His  comments 
were  very  concise,  "We've  been  successful.   It's  right  to 
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put  back  into  the  community  to  make  it  better.   If  you  are 
able  to  better  the  community,  then  you  have  achieved  some- 
thing that  is  greater  than  business  success." 

I  pressed  him  on  this,  arguing  that  business  has  no 
need  to  be  civic  minded  nor  any  responsibility  other  than  to 
do  its  business.   He  asserted  that  business  needs  to  pick  up 
the  slack  in  supporting  charitable  organizations.   Govern- 
ment has  cut  back  and  has  enforced  more  restrictive  taxes  to 
make  this  work  difficult.   But  business  has  a  role  to  play. 

He  also  maintained  that  it  is  good  for  managers  and 
executives  to  get  involved  in  volunteer  work  for  two  rea- 
sons.  First,  volunteer  work  itself  is  worthy.   Second, 
volunteer  work  rounds  out  a  personality,  and  people  who  are 
more  fully  developed  make  better  managers  on  the  job.   But 
he  believes  that  the  best  managers  are  the  best  people,  the 
best  human  beings.   As  president  of  the  company,  he  wants  to 
know  if  his  managers  "are  willing  to  do  things  for  others." 
Therefore  he  places  a  high  premium  on  volunteer  work.   He 
ranks  community  involvement  pretty  high  because  it  enables 
people  to  expand  themselves  and  grow,  "given  the  oppor- 
tunity, people  can  be  bigger  and  better  than  they  think  they 
are . "   This  is  certainly  an  advantage  for  managing  others 
and  building  teams  in  a  business  organization.   However, 
participation  in  community  activities  is  not  an  item 
considered  for  promotions  or  in  performance  evaluations. 
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Since  the  company  is  not  in  the  consumer  products 
industry  and  no  direct  benefits  accrue  to  the  company  in 
terms  of  enhanced  sales  from  community  involvement,  I  asked 
about  the  values  that  motivate  him  to  be  this  kind  of  busi- 
ness leader.   Why  the  perception  on  his  part  that  the  firm 
must  give  back?  Why  spend  so  much  on  charity?   Mr.  Habib 
mentioned  two  domains  in  response,  religion  and  upbringing. 
Religion  and  religious  values  have  shaped  a  lot  of  what  he 
is  and  what  he  does .   It  is  part  of  his  upbringing  and  it 
has  been  influential  in  his  value  formation.   He  is  not  a 
strong  religious  person  in  practice,  i.e.,  he  does  not 
attend  services  regularly.   His  wife  is,  and  it  is  important 
to  her. 

Secondly,  he  likes  to  contribute  to  direct  service 
agencies.   These  agencies  are  important  to  him,  "because, 
quite  frankly,  my  family  used  them. "  His  family  migrated  to 
the  United  States  and  suffered  through  hard  times  when  he 
was  growing  up.   He  remembers  the  kindness  and  charity 
offered  to  him  and  his  family  by  service  agencies  and  this 
has  produced  in  him  a  sense  of  responsibility  to  share  his 
success  with  the  less  fortunate. 

In  general,  Mr.  Habib 's  approach  seemed  to  be  very 
human  and  down  to  earth.   He  admitted  that  the  company 
really  does  benefit  from  community  activity,  even  though  it 
does  not  effect  sales.   One  direct  benefit  is  pride  in 
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yourself  and  pride  in  the  company.   Another  is  an  enhanced 
public  image  that  helps  in  recruiting. 

Mr.  Charles,  the  vice  president  of  corporate  develop- 
ment, saw  the  issue  in  more  abstract,  general  terms.   He 
said  that  there  are  two  sources  of  motives  leading  to  cor- 
porate social  responsibility.   First,  "There  is  a  social 
consciousness  directed  by  self-interest."   The  interest  at 
stake  here  could  be  greed,  fear,  political  pay  off. 
Second,  "There  is  a  social  consciousness  directed  by  the 
heart."   Here  the  issue  has  to  do  with  character  and  one's 
sense  of  duty  and  obligation  to  the  community  and  society  as 
a  whole. 

In  his  career  Mr.  Charles  has  served  on  the  boards  of 
many  companies.   He  is  familiar  with  a  wide  array  of  CEOs 
and  senior  executives.   In  the  area  of  social  consciousness, 
Charles  stated  clearly  that  everyone  is  motivated  by  some- 
thing.  "Even  the  worst  CEO  has  some  pet  project  that  he 
funds.   Why?  Interest  or  fear;  fear  even  of  death." 

As  far  as  HTI  is  concerned,  Charles  believes  that  civic 
involvement  is  for  the  greater  good.   We  need  a  better  com- 
munity.  "For  example,  we  need  a  better  school  system  for  a 
better  society,  we  need  a  better  university  for  a  better 
society."   He  has  a  strong  belief  that  successful  companies 
should  commit  time  and  assets  for  the  greater  public  good, 
even  though  not  obliged  to  do  so.   The  professional  exper- 
tise of  business  leaders  is  an  important  resource  for  making 
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society  better.   In  his  closing  remarks  to  me  he  stated, 
"Concern  for  the  community  is  to  make  it  better,  and  that's 
a  win-win  for  everyone . " 

I  had  two  long  interviews  with  the  director  of  human 
resources,  Mr.  Jefferson,  who  maintained  that  the  commitment 
to  making  society  better  also  extends  to  employees.   The 
mission  statement  expresses  a  goal  of  having  everyone  feel 
proud  of  the  company.   Communications  and  recognition  are 
two  ways  to  help  employees  feel  part  of  the  organization. 

Mr.  Jefferson  explained  several  of  the  ways  that  news 
is  communicated  throughout  the  company.   There  are  also  many 
ways  that  employees  receive  recognition  for  work  perfor- 
mance, volunteer  time,  and  academic  achievement.   At  the 
annual  company  meeting  awards  are  given  for  these  accom- 
plishments.  The  president  often  writes  personal  letters  to 
employees  recognizing  positive  or  extraordinary  accomplish- 
ments . 

But  I  was  interested  in  what  the  employees  themselves 
thought  about  the  company.   On  my  first  visit  to  HTI  I 
informally  interviewed  three  employees  from  the  manufac- 
turing facility  who  were  on  a  break.   I  asked  if  the 
company's  good  name  in  the  area  was  important  to  them  and 
they  said  no,  it  didn't  matter.   I  asked  if  it  was  important 
to  them  that  the  company  gave  so  much  money  to  service 
agencies.   Two  of  them  shook  their  heads,  no.   The  other 
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said,  "It  doesn't  matter  to  me  because  I  don't  live  in  the 
community.   I  commute  from  another  town." 

The  implication  was  that  if  she  could  take  advantage  of 
those  agencies'  services,  then  it  might  be  more  significant 
to  her.   I  then  asked  them  if  they  were  happy  with  their 
jobs,  if  it  was  a  good  company  to  work  for,  and  if  they 
liked  their  benefits.   The  three  unanimously  and  enthusias- 
tically said  that  yes,  it  was  a  good  company  to  work  for  and 
they  really  liked  the  benefits,  especially  some  of  the 
health  options  available  to  them.   In  an  area  whose  official 
unemployment  rate  was  around  10%  during  the  whole  year, 
these  people  were  glad  to  be  working.   Health  benefits 
extended  to  their  dependents. 

The  director  of  human  resources  and  I  reviewed  the  last 
employee  survey  that  was  done  two  years  ago.   A  survey  is 
done  every  two  years  and  each  time  a  different  format  is 
used.   The  last  one  was  sent  through  the  mail  and  got  a  55% 
response  rate.   HTI  has  a  very  stratified  work  force  and  the 
survey  was  broken  down  by  job:  engineering,  quality  control, 
administrative  staff,  manufacturing  personnel,  supervisors, 
sales  people,  etc. 

The  results  of  the  last  survey  in  areas  regarding 
employee  satisfaction  and  pride  in  HTI  were  broken  down  in  a 
number  of  ways.   There  are  several  questions  of  interest. 
The  first  one  is:  In  general  compared  to  other  companies  you 
are  aware  of,  how  good  is  HTI  a  place  to  work?   There  was  a 
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total  of  520  responses;  420  said  excellent  to  good,  93  said 
average,  and  7  said  poor.   The  highest  percentage  of  poor 
responses  came  from  engineering. 

Next,  compared  to  a  year  ago,  how  do  you  rate  HTI  as  a 
place  to  work?   There  were  474  total  responses;  30%  said 
better,  55%  said  the  same,  and  14%  said  worse.   Of  the  worse 
response,  24%  of  the  responses  were  from  manufacturing  in 
the  home  state  and  33%  of  corporate  manufacturing  staff  said 
it  was  worse. 

Third,  in  general  how  is  the  company  doing  in  meeting 
your  individual  needs  as  an  employee?   There  were  516  total 
responses;  16%  said  excellent,  51%  said  good,  26%  said 
average,  and  7%  poor.   This  question  is  difficult  to  inter- 
pret and  Mr.  Jefferson  was  not  sure  of  what  it  meant,  sur- 
mising that  it  referred  to  financial  needs  and  ego  types  of 
things  such  as  challenge  and  recognition. 

Fifth,  how  do  you  enjoy  your  work?   There  were  516 
responses;  64%  enjoy  their  work  very  much,  33%  said  it  was 
just  okay,  and  5%  did  not  like  their  work. 

Sixth,  are  your  abilities  fully  utilized?   Twenty 
percent  said  always,  62%  said  most  of  the  time,  18%  said 
seldom  fully  used,  and  1%  said  never. 

Finally,  do  you  have  the  freedom  to  do  your  job  well? 
Thirty-one  percent  said  always,  59%  most  of  the  time,  and  9% 
seldom. 
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I  asked  Mr.  Jefferson  if  there  was  any  question  about 
how  employees  feel  about  the  company's  community  involvement 
or  the  company  of  the  year  award.   There  was  no  question 
about  those  issues,  but  he  thought  it  would  be  interesting 
to  ask  those  questions  on  the  next  survey  this  year. 

The  benefits  package  offered  to  employees  was  compre- 
hensive.  As  a  matter  of  fact,  compared  to  the  10  biggest 
companies  with  the  best  employee  benefits,  HTI  rated  very 
favorably.   The  first  area  covered  the  insurance  plans.   HTI 
pays  for  life  insurance  for  employees  at  two  times  annual 
salary.   It  pays  for  accident  and  disability  insurance.   The 
medical  plan  offers  options  that  include  dental  and  vision 
coverage . 

Coverage  becomes  effective  for  all  employees  after  90 
days  of  continuous  employment.   HTI  provides  individual 
coverage  at  no  cost  to  employees  and  contributes  to 
dependent  coverage.   The  employee  share  of  dependent 
coverage  is  automatically  paid  on  a  pre-tax  basis  through 
payroll  deductions .   The  medical  program  combines  elements 
of  traditional  major  medical  coverage  with  managed  care. 
One  option  is  the  Preferred  Provided  Organization  (PPO) 
contracts  to  health  care  providers  who  agree  to  treat 
patients  at  discounted  rates.   However,  employees  are  not 
restricted  to  providers  in  the  network.   The  Exclusive 
Provider  Organization  (EPO)  effects  employees  in  the  home 


209 
state  and  restricts  employees  to  providers  within  the 
network . 

The  bottom  line  is  that  deductibles  for  major  medical 
care  are  minimal;  a  visit  to  a  doctor's  office  can  cost  as 
little  as  a  $5.00  co-payment.   An  employee  can  cover  the 
whole  family  with  medical  insurance  for  less  that  $55.00  per 
month,  and  dental  coverage  for  less  than  $11.00  per  month 
(Appendix  G) . 

The  second  area  of  employee  benefits  is  the  pension  and 
savings  plans.   The  two  primary  vehicles  are  the  Employee 
Stock  Ownership  Plan  (ESOP)  and  the  savings  plan,  or  401(k). 
The  company  contributes  shares  of  common  stock  to  employee 
accounts  in  the  ESOP  trust  fund.   Contributions  are  based  on 
years  of  service  and  linked  to  the  economic  success  of  HTI. 
Company  literature  makes  it  clear  that  an  investment  in  the 
success  of  the  company  is  an  investment  in  one's  future 
through  the  ESOP.   The  account  becomes  fully  vested  after 
seven  years  of  service.   Employees  can  borrow  money  against 
their  vested  balance  according  to  limits  set  by  the  federal 
government . 

The  savings  plan  vehicle,  the  401(k)  is  open  to  all 
employees  who  have  worked  at  least  1000  hours.   Employees 
contribute  the  amount  they  decide  to  their  accounts  on  a 
pre-tax  payroll  deduction  plan.   The  company  matches  the 
first  6%  of  pay  saved  in  the  plan.   The  amount  of  the  match 
will  vary  as  determined  each  year  by  the  Board  of  Directors. 
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Employees  have  a  choice  of  three  funds  for  their  investment 
under  this  plan. 

I  asked  Mr.  Charles  if  any  of  these  funds  were  consi- 
dered socially-responsible  funds,  and  he  said,  no.   "Those 
stocks  typically  don't  perform  as  well;  there  is  a  smaller 
pay  off.   The  mandate  is  a  fiduciary  responsibility:  get  the 
maximum  return  with  the  minimal  risk  for  the  retirement 
future  of  our  employees.   That's  the  prime  reason  for  having 
these  funds.   This  is  a  very  clear  criterion." 

The  benefits  package,  including  the  federal  minimum 
wage,  applies  to  all  employees  in  the  Puerto  Rican 
manufacturing  facility  as  amended  by  Puerto  Rican  tax  law. 
Further,  the  Puerto  Rican  operation  has  a  profit  sharing 
plan  that  does  not  require  employee  contributions.   The 
federal  Internal  Revenue  Service  has  recently  revised  the 
statutes  on  tax-deferred  employee  savings  plans  in  Puerto 
Rico  that  will  affect  all  American  companies  operating 
there . 

The  other  significant  benefits  offered  to  employees 
included  a  tuition  reimbursement  plan.   After  one  year  of 
employment,  full-time  employees  are  eligible  for  this 
benefit  that  covers  courses  leading  to  an  associate, 
bachelor,  master's  or  doctorate  degree  in  business  or  a  job- 
related  field;  programs  resulting  in  a  high  school  diploma; 
certificate,  technical  and  approved  correspondence  programs. 
The  plan  reimburses  100%  for  an  A,  B,  or  C  grade. 
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HTI ' s  commitment  to  education  and  training  goes  beyond 
tuition  reimbursement.   In  1991,  the  company  initiated  an 
extensive,  company-wide  training  program.   The  same  year 
over  420  U.S.  based  employees  participated  in  managerial, 
professional,  and  technical  training  programs.   The  company 
is  committed  to  on-going  professional  training  and  to  pro- 
moting from  within.   These  programs  are  a  benefit  to  the 
company  as  it  keeps  its  work  force  up  to  date  and  does  not 
lose  investment  in  its  people  because  of  a  low  turnover 
rate.   Career  development  is  valued  for  the  long-term 
success  of  the  enterprise.   During  1991  over  all  turnover 
was  only  9.1%. 

Since  1981  the  company  has  had  a  formal  Equal  Oppor- 
tunity Employment  Policy.   In  1990  the  company  enacted  an 
Affirmative  Action  Plan,  and  in  1991  the  company  was 
reviewed  by  the  Office  of  Federal  Contract  Compliance 
Programs  Review  and  found  to  be  in  compliance  with  all 
federal  regulations  regarding  Affirmative  Action. 

During  1991  the  company  hired  301  new  employees — 103 
(34%)  were  female  and  93  (31%)  were  minorities.   Current 
United  States  employment  has  33%  female  and  24%  minorities. 
There  has  been  an  effort  to  hire  minorities  in  management 
positions.   Currently,  of  the  15  officers  of  the  company, 
one  is  a  minority.   Of  the  19  senior  mangers,  two  are  either 
female  or  minority.   Of  the  107  middle  managers,  16  are 
female  or  minority,  and  of  the  60  supervisors,  21  are  female 
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or  minority;  that  is  a  total  of  20%  of  management.   No 
female  nor  ethnic  minority  serves  on  the  Board  of  Directors. 

I  discussed  these  figures  with  Mr.  Jefferson.   He  as- 
serted that  at  first  the  manufacturing  facility  was  staffed 
by  mostly  female  employees.   Not  because  of  the  pay  scale, 
he  contended,  but  because  of  the  detailed  nature  of  the 
work.   That  is,  the  manufacturing  process  involved  detailed, 
precision  work  with  electronic  machines  similar  to  passing 
cloth  through  sewing  machines.   The  belief  was  that  women 
could  accomplish  this  task  better  than  men.   Since  the  early 
1980s,  the  company  has  deliberately  increased  the  numbers  of 
minorities  in  the  U.S.  based  operations.   Now,  however,  it 
has  federal  contracts  and  all  companies  that  have  federal 
contracts  must  comply  with  federal  Affirmative  Action 
standards  that  demand  an  ethnically  diverse  work  force 
proportionate  to  the  greater  population. 

I  read  and  reviewed  the  letter  from  the  Office  of 
Federal  Contract  Compliance.   It  came  from  the  Office  of 
Employee  Standards  Administration,  Federal  Contracts, 
Minimum  Wage,  and  Executive  Compensation.   That  letter  was 
sent  after  the  Office  reviewed  the  performance  of  HTI  as  an 
equal  opportunity  employer.   The  letter  stated  that  the 
company  was  in  substantial  compliance  with  federal 
regulation. 

I  called  the  Assistant  General  Counsel  of  the  state's 
Hiiman  Relations  Coiranission  to  inquire  about  any 
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discrimination  claims  against  this  company.   I  also  spoke 
with  the  Assistant  Counsel  of  Equal  Employment  Opportunity 
Commission  in  Washington,  D.C.   Both  attorneys  stated  that 
any  claim  of  discrimination  made  to  their  respective  agen- 
cies is  held  in  strict  confidence.   Names  of  all  parties 
involved,  including  the  companies,  are  held  in  confidence. 
If  a  case  goes  to  court,  it  becomes  a  matter  of  public 
record.   I  found  no  evidence  of  any  litigation  against  HTI 
for  discrimination. 

What  I  did  find  was  a  case  against  the  company  for 
environmental  contcunination.   I  requested  and  received  a 
review  from  the  state  agency  of  environmental  protection 
confirming  the  case.   The  executives  of  the  company 
discussed  this  litigation  that  was  also  explained  in  the 
annual  report . 

Habib  Technologies  is  classified  as  a  small  quantity 
generator  of  hazardous  waste  because  of  one  of  the  processes 
in  its  manufacturing.   During  the  process  spent  acid  is 
discharged  to  an  above -the -ground  tank  where  it  is  neutra- 
lized and  treated  prior  to  disposal.   The  action  brought 
against  HTI  by  the  Environmental  Protection  Agency  resulted 
from  the  activities  of  operators  of  two  hazardous  waste 
reclamation  facilities  to  which  some  HTI  waste  material  was 
transported.   HTI  was  named  with  over  100  other  defendants 
who  were  victims  of  the  operator's  inefficiencies.   As  of 
1992,  HTI  has  settled  all  matters  with  the  EPA. 
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Further,  the  company  believes  that  it  is  in  basic 
compliance  with  all  the  regulatory  statutes  that  affect  its 
operations.   The  Securities  and  Exchange  Commission,  the 
Federal  Communications  Commission,  the  Environmental  Pro- 
tection Agency,  the  Equal  Employment  Opportunity  Commission, 
OSHA,  and  all  other  state  and  federal  agencies  that  regulate 
employment.   The  company  has  initiated  a  Smoke  Free  Work- 
place policy.   It  is  aggressively  pursuing  policies  of 
energy  efficiency,  waste  reduction,  hazardous  waste  reduc- 
tion, hazardous  waste  monitoring,  noise  reduction,  and 
reducing  packaging  materials  by  identifying  environmentally 
friendly  recyclable  packing  material. 

One  of  the  issues  I  am  pursuing  as  a  key  issue  in 
uncovering  the  intersection  of  values  in  society  is  the 
Employee  Assistance  Program  (EAP) .   HTI  has  an  EAP  which  it 
offers  through  the  insurance  plan  and  an  outside  provider. 
Mr.  Jefferson  believes  the  EAP  is  effective  because  of  the 
positive  effect  it  has  on  employees  and  their  families. 
There  is  a  $5,000  annual  limit  to  what  the  company  will  pay. 
Mr.  Jefferson  as  well  as  Mr.  Charles  see  the  EAP  as  a  cost- 
effective  progreim.   However,  Mr.  Charles  argued  that  the 
argiiment  of  cost-effectiveness  can  be  misleading. 

For  excimple,  the  wellness  program  is  another  cost- 
effective  program.   If  employees  take  advantage  of  the 
health  screenings  that  are  periodically  offered,  such  as 
cholesterol  screening  and  meimmographies  at  company  expense. 
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one  could  argue  that,  yes,  these  are  things  the  company  does 
to  decrease  health  costs.   If  an  ailment  is  detected  early, 
there  is  less  cost  in  the  long  term.   On  the  other  hand,  the 
female  employees  are  extremely  grateful  for  the  opportunity 
to  have  free  mammographies  taken  for  their  ovm  sake. 

By  way  of  summary,  Mr.  Habib  is  the  entrepreneur- 
founder  of  an  industry,  as  well  as  of  a  company.   The 
culture  of  the  company  is  one  of  aggressive,  competitive 
spirit,  open  dialogue  at  senior  levels,  and  a  team  approach 
to  problem  solving.   Habib  Technologies  has  a  hierarchial 
structure  traditional  to  American  corporations .   The  most 
notable  problems  it  faces  are  the  tensions  that  come  with 
rapid  growth. 

I  was  surprised  that  HTI  received  the  Company  of  the 
Year  Award  from  the  metropolitan  newspaper,  and  I  was  also 
surprised  to  see  the  high  level  of  involvement  of  senior 
executives  in  community  and  non-profit  organizations.   Its 
effective  annual  consolidated  tax  rate  for  fiscal  year  1991 
was  21%.   On  total  revenues  of  $239.2  million,  the 
$1,175,000  committed  to  community  programs  is  a  high  level 
of  giving. 

The  charitable  giving  covers  a  broad  spectirum,  but 
special  concern  is  given  to  education  and  children's  needs, 
thus  the  scholarships  and  the  trust  fund  at  local  univer- 
sities.  Of  course,  if  this  level  of  commitment  can  be  main- 
tained during  harder  economic  times  is  a  cfuestion  that  will 
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be  addressed  if  that  time  comes.   What  seems  striking  is  the 
motivation,  expressed  by  Mr.  Habib  himself,  for  committing 
time  and  assets  to  community  endeavors .   There  is  a  sense  of 
give  back,  a  sense  that  Mr.  Habib 's  success  should  be 
shared.   There  is  a  sense  of  gratitude  to  the  kinds  of 
charitable  organizations  that  once  served  his  family.   There 
is  a  commitment  stated  by  all  the  senior  executives  that 
there  is  role  for  business  leaders  and  for  business  to  make 
society  better,  a  commitment  best  summed  up  by  Mr.  Charles' 
contention  that  when  a  business  makes  a  positive  contri- 
bution to  society,  making  it  better,  that's  a  win-win 
situation;  everyone  benefits. 

Pride  of  the  Sunshine.  Inc. 

In  1982  Mr.  Perry  Thomas  was  working  as  president  of 
Pride  of  the  Sunshine,  Inc.  when  its  parent  company,  a 
foreign  holding  company,  decided  to  divest  itself  of  Pride. 
Mr.  Thomas  was  charged  with  searching  for  buyers  and  could 
find  no  one  interested  in  purchasing  the  whole  company. 
There  were  parties  interested  in  purchasing  parts  of  the 
company,  so  he  decided  to  buy  it  himself.   He  was  able  to 
acquire  loans  from  local  banks  in  this  rural  southern 
community  and  in  1982  purchased  the  company.   By  1985  he  had 
paid  off  all  the  notes  but  one. 

Pride  of  the  Sunshine,  Inc.  is  a  privately  held, 
southern  agriculture-related  company  with  two  main 
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divisions.   One  produces  products  for  agriculture  and  the 
home  care  market.   The  other  division  is  in  non-agricultural 
supplies.   At  the  time  of  my  visits  in  early  1992,  Pride  was 
ranked  181st  of  the  top  200  privately  held  firms  in  its 
state.   It  was  ranked  21st  in  the  "Golden  Fifty,"  a  rating 
of  the  top  50  privately  held  firms  in  its  metropolitan 
statistical  area.   It  had  164  employees,  $45  million  in 
revenues,  and  $11  million  in  assets.   It  has  one  production 
facility  and  warehouse  at  its  headquarters  and  seven  out- 
lying warehouses  throughout  its  state  of  domicile.   Pride  of 
the  Sunshine,  Inc.  was  enjoying  the  best  year  in  its 
history. 

This  is  a  privately  held  corporation.   Mr.  Thomas  and 
his  son,  Mark,  are  the  principle  shareholders  and,  therefore 
control  the  business.   At  the  time  of  my  first  visit,  day- 
to-day  control  of  the  company  had  just  passed  to  Mark  Thomas 
who  assumed  the  presidency  of  the  company  after  his  father's 
retirement.   I  visited  the  company  and  interviewed  both  men 
on  two  different  occasions.   I  also  interviewed  the  mayor  of 
the  local  town,  the  director  of  the  local  chamber  of  com- 
merce, and  the  principal  of  the  school  where  Mr.  Thomas' 
children  attend.   I  received  an  environmental  review  from 
the  state's  agency  of  environmental  regulation,  and  I 
searched  for  evidence  of  claims  of  discrimination  against 
the  company.   I  also  inquired  about  any  pending  litigation. 
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I  decided  to  use  this  company  in  the  study  for  several 
reasons.   First,  the  president  of  the  company  was  willing  to 
talk  to  me  and  liked  the  idea  of  the  project.   I  had  access. 

Second,  it  is  a  company  that  provided  variance  from  the 
other  companies  in  significant  ways  that  might  influence 
performance  in  social  responsibility.   Namely,  it  is 
smaller,  privately  owned,  and  located  in  a  rural  area  of  a 
southern  state.   So  its  size,  location,  type,  and  industry 
are  significantly  different.   I  was  not  sure  how  management 
would  be  structured  or  what  the  corporate  culture  would  be. 
I  suspected  that  if  the  company  was  engaged  in  community 
affairs  and  proactive  in  any  of  the  socially-responsible 
areas,  its  motives  might  be  different  from  the  other  two 
companies  I  visited.   I  had  no  idea  cibout  its  reputation  in 
social  responsibility. 

Mr.  Perry  Thomas  explained  to  me  that  it  is  important 
to  know  a  bit  about  the  history  of  the  company  in  order  to 
understand  its  place  in  the  community.   This  company  has 
been  in  continuous  operation  for  more  than  105  years.   In 
fact,  it  is  one  of  the  oldest  firms  in  the  United  States. 
It  was  originally  founded  in  the  1880s  on  land  that  was 
granted  to  a  retired  army  officer.   It  became  a  major, 
national  agricultural  business  under  the  shrewd  leadership 
of  local  executives.   In  1979  a  foreign  interest  bought  the 
company  as  the  current  owners  decided  to  retire.   But  in 
1982  Mr.  Thomas  negotiated  its  purchase,  effectively  putting 


219 
control  back  in  local  hands.   In  its  more  than  100-year 
history,  the  fate  of  both  the  local  community  and  the  com- 
pany depended  on  healthy  relationships .   The  company  and  the 
community  grew  up  together. 

Pride  was  an  agricultural  company  with  its  own 
interests  in  agriculture.   But  it  also  sold  supplies  to 
local  farmers  and  provided  them  with  inputs  necessary  for 
farming:  credit,  fertilizer,  supplies,  etc.   The  decision  to 
support  other  local  farmers,  made  many  generations  ago, 
formed  the  basis  of  current  operations  and  established  the 
link  between  company  and  coiranunity.   In  time,  especially 
after  the  Second  World  War,  urban  expansion  affected  the 
state,  agricultural  output  changed  and  the  market  for 
Pride's  products  shifted.   To  meet  the  changing  situations. 
Pride  positioned  itself  to  continue  selling  its  supplies  and 
products  to  a  new  and  rapidly  increasing  market,  home  care, 
and  established  distribution  networks  with  some  of  the  coun- 
try's biggest  retailers,  such  as  Sears  and  Wal  Mart.   So  the 
customer  base  has  changed  over  the  years .   The  company  that 
used  to  sell  principally  to  local  farmers  is  now  involved  in 
the  mass  market  of  consumer  home  products. 

One  of  the  consequences  of  the  shift  in  customer  base 
is  the  nature  of  the  relationship  to  the  local  community. 
Whereas  in  the  past,  the  fate  of  both  company  and  community 
was  interrelated  because  it  was  primarily  an  agricultural 
community  and  Pride  of  the  Sunshine  was  the  area ' s  primary 
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employer  and  largest  agricultural  concern,  the  community's 
well-being  is  no  longer  so  dependent  on  this  company. 

Mark  Thomas  attributes  the  success  of  the  company  to 
timely  management  decisions  and  to  the  dedication  of 
employees.   In  the  preamble  to  the  employee  handbook,  Mark 
stated,  "It  took  the  dedication,  vision  and  perseverance  of 
the  company's  many  employees  to  allow  the  company  to  reach 
its  100  year  milestone."   In  the  interviews  he  often 
referred  to  how  important  the  contributions  of  employees  are 
to  the  success  of  the  company.   He  also  commented  often  on 
the  importance  of  respecting  employees  and  letting  them  know 
how  important  they  are.   This  was  an  area  that  he  and  I 
discussed  in  detail. 

As  in  the  other  cases,  my  interviews  followed  the 
variables  I  had  prepared  and  they  focused  on  internal 
policies  that  affect  employees  as  well  as  the  policies  and 
practices  that  address  the  broader  community.   Since  this  is 
a  smaller  company  and  a  privately  held  one,  I  did  not  expect 
it  to  be  policy  driven,  and  indeed  it  is  not. 

The  management  style  of  Mark  Thomas  is  anything  but 
formal.   There  is  no  doubt  that  he  is  the  boss,  but  he  has 
an  open-door  policy  and  is  addressed  by  his  first  name  by 
nearly  everyone.   During  an  interview  in  his  office,  the 
door  was  open  and  he  greeted  employees  as  they  passed  by  the 
door.   Sometimes  they  greeted  him  first.   One  man  walked  in 
and  returned  two  tickets  to  a  professional  basketball  game. 
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declining  Mark's  invitation  to  attend  the  game  because  of 
his  wife's  illness.   The  informality  and  the  personability 
were  spontaneous  and  very  notable.   This  informal,  personal 
style  sets  the  tone  for  the  company. 

Mark  makes  it  a  point  to  know  his  employees  personally. 
He  often  works  on  the  production  line  in  any  n\imber  of 
capacities,  sometimes  filling  in  for  an  absent  employee  or 
lending  an  extra  hand  during  peak  production  time.   At  the 
time  of  my  first  visit,  he  had  worked  as  supervisor  on  the 
previous  day's  second  shift.   He  gave  the  impression  that  he 
would  be  just  as  comfortable  packaging  product  and  working 
the  line  as  he  would  be  sitting  behind  the  desk  in  his 
office. 

For  example,  in  a  follow-up  conversation  about  the 
treatment  of  employees,  Mark  said,  "Hey,  we  eat  a  lot  around 
here.   Last  night  the  shift  ended  very  late  so  I  sent  out 
for  chicken  for  everyone."  At  the  end  of  the  month  when  the 
books  are  balanced,  they  will  often  order  a  lunch  from  a 
local  barbecue  restaurant  and  offer  lunch  to  everyone 
outside  on  the  lawn.   These  kinds  of  lunches  and  events  are 
common.   Mark  feels  these  are  important,  little  things  they 
can  do  to  help  employees  feel  part  of  the  family  and  let 
them  know  that  the  success  of  the  company  depends  on  their 
dedication  and  work. 

The  informality  does  not,  however,  mask  a  shrewd 
business  mind.   Mark  believes  that  it  is  good  business 
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policy  to  think  in  terms  of  long-term  survival  and  not  in 
terms  of  short-term  profitability.   Building  relationships 
with  employees  is  important  for  survival .   So  is  keeping  in 
touch  with  customers  and  the  market.   He  believes  he  has  a 
distinct  advantage  because  his  company  is  small.   He  is  not 
looking  to  increase  earnings  per  share  as  other  CEOs  have  to 
do  to  keep  investors  happy.   He  has  the  flexibility  to  "bite 
the  bullet  and  run  a  tight  ship,"  make  decisions  quickly  and 
implement  the  decisions.   Taking  a  short-term  hit  is  pos- 
sible because  he  has  the  ability  to  make  his  decisions  and 
he  thinks  in  terms  of  long-term  survivability. 

In  terms  of  the  market,  he  keeps  in  touch  with  cus- 
tomers and  has  as  much  information  available  to  him  as 
possible.   He  explained  to  me  that  this  is  a  key  to  success. 
Home  Depot  sends  all  their  vice  presidents  and  buyers  out  to 
work  the  floor  in  their  stores  so  they  know  what  is  hap- 
pening.  Sam  Walton  used  to  visit  stores,  go  to  store 
openings,  meet  customers  and  employees.   You  do  not  see  the 
CEOs  of  most  major  companies  doing  that. 

Pride  has  enforced  a  Drug  Free  Workplace  policy. 
That  means  that  all  new  hires  are  tested  for  drug  use.   Once 
hired,  if  job  performance  suffers  for  reasons  other  than  the 
ordinary  stresses  of  life,  they  may  be  tested  again.   All 
drivers  are  tested  routinely  in  accordance  with  law.   If  an 
employee,  someone  other  than  a  driver,  develops  a  drug  or 
alcohol  problem,  Mark  is  willing  to  work  with  that  person. 
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He  keeps  them  on,  tries  to  help  out,  gets  them  counseling 
and  tries  to  get  them  into  a  rehab  program  or  AA. 

The  company  offers  employees  benefits  comparable  to 
what  other  companies  offer,  somewhat  surprising  for  a  small 
company.   Sick  leave,  medical  absence,  maternity  leave,  and 
bereavement  leave  are  offered.   Pride  of  the  Sunshine  is 
self-insured  in  medical  insurance.   The  medical  plan  covers 
dependents  and  offers  an  option  of  an  HMO.   It  pays  for 
disability  insurance,  workers'  compensation,  and  life 
insurance.    It  is  not  common  for  small  companies  to  have 
pension  funds  and  savings  plans.   So  Mark  Thomas,  as  well  as 
his  father  Perry,  are  proud  of  the  fact  that  they  have  both 
a  pension  plan  and  a  tax-deferred  savings  plan,  or  401(k). 

The  pension  plan  was  started  by  the  previous  owners  and 
is  currently  in  the  charge  of  a  financial  management  firm. 
This  fund  is  fully  vested.   The  company  cannot  add  to  it  and 
has  not  been  allowed  to  add  to  it  for  three  years.   This 
means  that  the  income  produced  by  the  securities  is  greater 
than  the  demands,  or  expenses,  on  the  account. 

I  asked  Mark  if  he  had  any  criteria  for  investing  these 
funds.   He  said  that  he  did  not.   "No.   That's  why  you  hire 
financial  managers.   As  long  as  they  do  their  job,  you  don't 
interfere."   I  asked  about  a  range  of  socially-responsible 
investments  and  if  that  kind  of  criterion  was  important  for 
this  fund.   He  said,  "No,  I  don't  care  where  the  monies  are 
invested  as  long  as  they  produce."   He  feels  a 
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responsibility  to  his  employees,  especially  to  those  who 
have  made  their  careers  with  Pride  and  are  now  looking 
toward  their  retirement.   The  responsibility  is  to  provide 
for  their  retirement  future. 

The  401 (k)  plan  is  an  individual,  tax-deferred,  savings 
account.   As  in  most  401 (k)  plans,  employee  contributions 
are  matched  by  company  contributions  up  to  a  certain 
percentage.   Pride's  plan  calls  for  a  company  match  of  26 
cents  to  the  dollar  of  employee  contributions.   Plus,  each 
year  there  is  a  disbursement  to  all  employees  based  on  the 
company's  profitability,  in  effect  a  profit-sharing  plan. 
This  disbursement  goes  to  the  401(k).   Mark  said  that  last 
year  this  amount  was  6%  of  payroll. 

Both  executives  expressed  pride  in  these  plans, 
especially  the  pension  plan.   They  also  have  used  the 
company  accounts  as  a  kind  of  bank  to  loan  money  to 
employees  in  need.   There  is  no  set  policy  for  this.   For 
example,  someone's  car  broke  down  and  it  needed  costly 
repairs.   Mark  just  loaned  the  person  the  money  to  get  the 
car  fixed.   In  instances  like  this,  arrangements  are  worked 
out  between  Mark  and  the  employee.   There  are  a  number  of 
small  things  that  are  done  for  employees.   The  company 
Christmas  party  is  for  the  families  of  employees.   There  are 
frequent,  but  irregular  barbecues  for  families,  some  for 
employees.   Further,  if  an  employee  has  not  used  all  of  the 
sick  days  allotted,  at  the  end  of  the  year,  usually  at  the 


225 
Christmas  party,  they  get  the  money  for  the  days  they  have 
not  used.   Employees  can  also  join  a  local  credit  union. 

There  is  a  tuition  reimbursement,  or  scholarship  plan, 
designed  to  provide  employees  with  the  opportunity  of 
increasing  job-related  skills  and  increasing  effectiveness 
in  the  work  place  through  training  and  education.   The 
grievance  policy  is  also  informal.   If  an  employee  and  a 
supervisor  cannot  work  through  a  problem  or  disagreement, 
they  have  recourse  to  Mark  Thomas. 

One  other  policy  is  expressive  of  the  Thomas'  commit- 
ment to  their  employees.   They  call  this  policy  "employment 
counseling."   In  effect,  it  is  an  Employee  Assistance  Pro- 
gram that  takes  shape  on  an  ad  hoc  basis.   By  this,  the 
company  executives  are  open  and  willing  to  counsel  any 
employee  in  an  area  of  personal  life  or  work-related 
situation  that  they  feel  capable  of  and  to  seek  appropriate 
professional  help  when  needed. 

The  elder  Mr.  Thomas  clearly  stated  that  the  company 
will  consult  professionals  when  needed  for  and  on  behalf  of 
employees.   For  example,  if  someone  has  legal  difficulties, 
they  will  consult  an  attorney  at  the  employee's  request. 
One  individual  had  tax  difficulties  so  they  sought 
appropriate  advice.   Again,  this  amounts  to  an  Employee 
Assistance  Program  that  is  informal  and  not  documented. 
While  I  was  at  the  company,  there  was  a  situation  that 
illustrated  how  Mark  implemented  these  "informal"  policies. 
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An  employee  who  had  worked  for  the  company  a  few  years  was 
involved  in  some  legal  problems.   He  was  off  work  for  a 
short  time  and  when  he  ceune  back  it  became  obvious  that  he 
was  in  a  bad  domestic  situation.   Mark  considered  him  an 
excellent  worker,  trained  in  various  areas  of  the  operation. 
Mark  believed  that  part  of  the  problem  was  that  the  man 
lived  in  a  bad  neighborhood  and  felt  he  needed  to  get  out  of 
that  area  in  order  to  straighten  things  out .   So  he  loaned 
him  money  for  a  down  payment  on  a  new  home  in  another  part 
of  town. 

I  asked  Mark  why  he  would  bother  to  get  involved  in 
employees'  lives  like  this.   He  believes  that  it  is 
important  to  help  out  when  possible.   This  particular 
employee  was  an  excellent  worker  and  a  loyal  employee.   It 
was  worth  the  investment.   In  other  cases,  Mark  said  con- 
cisely, "If  I  were  in  that  (kind  of)  situation,  I'd  want 
someone  to  help  me  out." 

That  caused  me  to  ask  him  if  he  was  ever  in  that  type 
of  situation  and  relied  on  someone's  help  to  get  out  of  it. 
He  said  no,  and  added,  "Look,  fundamentally  you  respect  your 
employees,  whether  they're  sweeping,  driving  a  truck,  or 
stacking  bags.   No  one  gets  looked  on  poorly  unless  their 
job  performance  is  down.   I  got  as  much  respect  for  my  bag 
stackers  as  I  do  for  the  VP  of  operations."   He  was  very 
convinced  of  this.   "I've  been  there  over  the  years.   And  I 
was  foreman  of  the  second  shift  the  other  day." 
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He  keeps  in  touch  in  a  personal  way  with  all  employees . 
I  continued  to  press  him  on  this  because  I  wanted  to  better 
articulate  his  motivations.   He  has  worked  off  and  on  at 
Pride  since  he  was  a  child  and  has  done  almost  every  job  at 
some  point.   On  the  question  of  what  motivates  him  and  what 
has  shaped  his  values  he  stated,  "My  basic  philosophy  hasn't 
changed  since  I  was  a  child.   You  are  raised  with  values 
which  are  set  by  the  time  you  are  in  high  school . "   Those 
values  include  respect  for  people  and  appreciation  of 
people's  realities. 

Pride  of  the  Sunshine  is  an  equal  opportunity  employer 
and  committed  to  the  goals  of  affirmative  action.   The 
employee  handbook  states  clearly  that  "The  effective 
implementation  of  equal  employment  opportunity  and 
affirmative  action  is  the  responsibility  of  management  and 
every  employee . "   Although  he  did  not  have  any  numbers  at 
hand  about  the  number  of  ethnic  minorities  who  work  there,  I 
could  see  that  there  were  many  minorities  and  many  women.   I 
asked  about  this  and  again,  Mark  was  clear.   "I  don't  have 
any  problem  hiring  anyone  as  long  as  they  work  and  their 
work  performance  is  up . " 

Pride  has  a  written  code  of  conduct  that  is  distributed 
to  and  explained  to  all  employees.   It  is  a  clear  15  point 
code  that  states  that  violations  of  the  code  are  grounds  for 
disciplinary  action  ranging  from  a  warning  to  dismissal. 
The  areas  covered  ranges  from  sexual  harassment,  to  fraud, 


228 
theft,  neglect  of  duty  and  violation  of  safety  rules.   Any 
employee  discharged  for  violation  of  the  rules  is  not 
eligible  for  re-hire. 

Mark  believes  that  management  means  getting  things  done 
through  and  by  people,  so  it  is  important  to  hire  good 
managers.   And  he  expects  that  his  people  can  do  more  than 
they  believe  and  expect  of  themselves.   He  even  encourages 
employee  involvement  in  the  community.   But  he  feels 
strongly  that  what  one  does  on  one's  free  time  is  one's  own 
personal  business.   So  he  does  not  oblige  anyone  to  do 
anything.   For  instance,  the  company  sponsored  a  fund- 
raising  telethon  for  a  local  charity  and  employees  were 
invited  to  answer  the  phones  during  the  telethon.   No  one 
was  forced  or  obliged  to  go,  even  though  it  was  a  company- 
sponsored  event. 

When  it  comes  to  social  policy,  there  is  only  a  verbal 
commitment,  no  formal  policy.   Mr.  Perry  Thomas  stated  he 
has  always  thought  it  very  important  to  be  good  neighbors. 
He  feels  an  obligation  to  support  community  organizations 
because  those  organizations  support  the  community,  and  the 
coimnunity  is  made  up  of  his  employees  and  customers .   "We 
like  to  feel  that  we're  committed  to  our  own  people,  to  our 
own  employees,"  he  stated.   So  the  company  gives  to  and 
supports  the  American  Cancer  Society,  The  United  Way,  and 
the  local  Community  College.   However,  both  men  gave  modest 
indications  of  their  level  of  giving  and  would  not  discuss 
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figures  of  monetary  contributions.   Mr.  Perry  Thomas 
explained  to  me  that  the  company  used  to  give  more  to 
charity,  but  government  has  made  it  more  difficult.   Only  5% 
of  pre-tax  profits  is  tax-deductible,  so  they  are  very 
selective  now  in  their  giving. 

I  was  able  to  ascertain,  nevertheless,  that  Pride  of 
the  Sunshine  is  a  major  donor  to  the  American  Cancer  Society 
and  sponsors  golf  tournaments  on  its  behalf.   The  company 
sponsors  many  golf  tournaments  for  charitable  causes.   Mark 
Thomas  simply  says  its  good  for  the  employees;  they  enjoy 
it.   But  Pride  of  the  Sunshine  is  also  a  major,  if  not  the 
major,  supporter  of  the  local  community  college.   The 
Thomases  have  endowed  a  scholarship  in  nursing  at  the 
college,  and  their  support  of  the  college  goes  beyond  that 
scholarship. 

In  subsequent  interviews  with  community  leaders,  I  was 
told  that  this  family  is  a  significant  contributor  to  the 
Cancer  Society  and  cancer  research  and  has  endowed  the 
scholarship  in  nursing  at  the  community  college. 
Mr.  Thomas'  wife  suffered  with  cancer  for  several  years  and 
succumbed  to  the  disease  a  few  years  ago.   The  family  was 
grateful  for  the  care  given  her  during  her  illness.   Subse- 
quently they  endowed  the  scholarship  in  nursing.   Mark 
Thomas  only  expressed  to  me  that  he  and  his  father  feel 
committed  to  contributing  to  cancer  research.   There  is 
probably  a  more  than  coincidental  association  between  the 
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illness  of  Mrs.  Thomas  and  the  donations  to  cancer  research 
and  the  nursing  program  at  the  community  college. 

The  elder  Mr.  Thomas  was  an  active  civic  leader  for 
many  years.   Mark  is  not  involved  in  civic  activities  and 
describes  himself  as  a  private  person.   Perry  Thomas  said  he 
thinks  Mark  will  eventually  "grow  into  more  civic  involve- 
ment . " 

Interviews  with  the  mayor,  the  school  principal,  and 
the  director  of  the  local  chamber  of  commerce,  confirmed  the 
information  that  Mark  and  his  father  Perry  gave  me.   I  found 
no  litigation  pending  against  the  company  in  any  area 
pertinent  to  my  research.   However,  there  was  a  case  with 
the  Environmental  Protection  Agency. 

Everything  the  company  sells  is  regulated,  as  is  the 
work  place.   The  two  principal  regulatory  agencies  of  its 
products  are  the  state's  Department  of  Agriculture  and  the 
Agency  for  Environmental  Regulation.   The  case  against  the 
company  happened  a  few  years  ago  and  has  since  been 
resolved.   Briefly,  there  was  a  situation  with  waste  runoff 
from  a  treatment  plant.   The  spill  was  contained  and 
cleaned.   But  in  the  process  negotiations  with  the  environ- 
mental regulators  became  confused. 

The  company  has  and  has  had  a  plan  for  waste 
containment.   The  agency's  district  director  verbally 
approved  the  plan.   But  it  took  three  years  and  a  costly 
legal  battle  for  him  to  officially  sign  off  on  it.   Mark 
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believes  that  the  agency  is  caught  up  in  politics  and 
shifting  environmental  policy.   Directors  of  the  regional 
office  come  and  go,  and  regulations  change.   At  one  point 
the  regional  director  told  Mark  that  he  did  not  want  to  sign 
off  on  the  project  because  he,  the  director,  did  not  want  to 
be  held  accountable  if  something  unforeseen  should  happen  in 
the  future.   So,  according  to  Mark,  after  three  years  and 
hefty  legal  fees,  they  got  the  agency  to  approve  their 
plans . 

Mark  has  found  that  the  bureaucrats  in  environmental 
protection  are  very  difficult  to  work  with.   They  seem  to 
believe  that  businesses  are  deliberately  out  to  pollute  and 
contaminate.   He  has  found  the  Department  of  Agriculture 
much  easier  to  work  with. 

In  related  areas.  Pride  of  the  Sunshine  has  a  waste 
containment  plan.   It  has  implemented  an  energy  conservation 
plan,  a  waste  reduction  plan,  and  a  recycling  plan.   Mark 
Thomas  expressed  that  part  of  his  business  philosophy  is  "to 
do  things  right."   They  recycle  everything  they  can  and 
reprocess  chemicals  and  waste  in  a  timely  and  safe  fashion. 
The  motivation  is  not  just  to  avoid  law  suits  and  comply 
with  regulations.   It  is  also  to  be  proactive  when  you  can. 
Mark  concluded,  "The  point  is,  do  things  right.   Be  smart 
and  be  in  it  for  the  long  haul . " 

By  way  of  summation.  Pride  of  the  Sunshine,  Inc. 
represents  the  case  of  a  small,  privately  held  firm  that  has 


232 
been  very  active  in  its  community  for  over  100  years.   The 
kind  of  activity  in  the  community  has  changed  with  the 
times.   It  is  a  company  run  by  executives  who  are  attuned  to 
employees  and  who  express  that  the  need  to  recognize  and 
respect  employees  is  sound  business  policy. 

I  was  not  able  to  interview  employees .   At  the  time  of 
my  visits  the  company  was  in  its  busiest  time  of  the  year, 
operating  at  peak  production.   The  production  plant  was 
running  double  shifts.   My  presence  would  have  been 
disruptive.   Further,  I  doubted  whether  any  employee  would 
have  been  willing  to  honestly  answer  any  question  about  the 
company.   I  must  say  that  Mark  was  willing  to  have  me  meet 
employees .   It  was  difficult  to  arrange  that  due  to  the 
manufacturing  schedule. 

What  I  was  able  to  learn  about  the  company  from  other 
sources  came  primarily  from  the  mayor  and  the  director  of 
the  local  chamber  of  commerce.   Both  of  these  individuals 
asserted  that  Pride  is  considered  a  good  company  to  work 
for;  once  you  work  for  them  you  are  considered  family  and 
you  do  not  want  to  look  for  another  job.   Both  asserted  that 
the  Thomases  are  influential  citizens  and  important 
contributors  to  community  organizations. 

In  terms  of  the  focus  of  this  research  and  the  values 
that  motivate  executives  to  be  or  not  to  be  socially 
responsible,  I  found  that  both  Perry  and  Mark  Thomas 
expressed  a  strong  commitment  to  employees.   Perry  was  very 
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active  in  the  conanunity  as  a  civic  leader  for  nearly  20 
years  and  devoted  those  years  to  bettering  the  life  of  the 
community.   They  were  less  willing  to  talk  about  monetary 
contributions  to  charitable  and  non-profit  organizations, 
nor  anxious  to  talk  about  their  own  involvement  in  civic 
organizations . 

The  company  has  developed  policies  and  plans  in  energy 
conservation,  waste  reduction,  and  waste  treatment.   It 
believes  itself  to  be  in  basic  compliance  with  all 
regulatory  statutes  that  affect  it,  and  there  is  a 
commitment  to  sponsoring  charitable  events,  donating  money, 
time,  even  buildings  and  equipment  to  community  causes. 

Conclusions 
Despite  the  influence  of  economic  gurus  such  as  Milton 
Friedman,  all  the  executives  that  I  have  interviewed 
expressed,  in  one  way  or  another,  that  their  companies  are 
part  of  a  larger  social  whole  and  that  they  need  to  interact 
with  society  in  positive  ways.   There  is  a  sense  of  an 
obligation  to  give  back.   There  is  a  sense  of  commitment  to 
making  society  better.   I  chose  the  word  "commitment" 
deliberately  because  it  better  explains  the  situation  than 
does  the  word  "responsibility. "    That  these  executives  feel 
a  "responsibility"  to  making  society  better  is  not  as  clear. 
That  they  feel  a  commitment  to  giving  back  and  making 
positive  contributions,  that  much  is  clear. 
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It  is  also  not  clear  that  the  voluntary  restraint  of 
profit  maximization  is  a  direct  implication.   Assets, 
financial  and  others,  are  committed  for  a  variety  of  causes. 
Profitability  is  important  because  profitability  means 
survivability.   Other  values  might  be  motivating  executives 
to  engage  society,  values  other  than  self-interest  defined 
either  in  terms  of  returned  profits  or  returned  benefits  to 
the  company. 

Of  course,  Ben  Cohen  and  Jerry  Greenfield  do  feel  a 
responsibility  for  making  society  better  and  have  chosen  to 
use  the  influence  and  power  generated  by  their  business  to 
do  just  that.   Liz  Bankowski  of  Ben  and  Jerry's  used  the 
term  redistribution  to  explain  the  mechanism  for  expressing 
this  responsibility.   The  executives  of  the  other  companies 
expressed  a  need  to  contribute,  but  not  to  the  extreme  that 
Ben  and  Jerry  do. 

Nevertheless,  all  of  them  are  motivated  by  values  that 
have  been  shaped  by  life  experiences  that  explain,  at  least 
in  part,  the  direction  that  their  contributions  to  society 
take.   All  of  them  are  influenced  by  current  social  events 
and  problems,  even  the  smaller,  private  company.   The 
commitment  to  education  is  one  exeimple. 

The  hypotheses  that  I  have  developed  to  be  tested  in  a 
survey  directly  follow  from  this.   There  are  life  events 
that  shape  people's  views  and  values  that  supersede  profit 
maximization.   There  is  also  a  variety  of  expression  to  what 
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social  responsibility  actually  is.   There  are  programs  that 
companies,  nationwide,  have  initiated  that  are  indicative  of 
positive  responses  to  social  concerns  and  values. 

So  my  underlying  hypothesis  remains  the  same.   Cor- 
porate executives  are  socially  responsible  because  they 
value  social  responsibility.   There  are  significant  life 
events  that  have  shaped  those  values.   The  corollary 
hypothesis  is  equally  significant — namely,  profit 
maximization  is  not  an  adequate  predictor  of  corporate 
behavior  in  the  social  arena.   I  tested  these  hypotheses  in 
the  survey  that  was  sent  to  110  of  Florida's  top  Chief 
Executive  Officers. 


CHAPTER  6 
THE  SURVEY:  PRESENTATION  AND  ANALYSIS 


Introduction 

The  issues  discussed  in  the  case  studies  led  to  the 
development  of  a  survey  instrument  that  was  sent  to  a 
selected  sample  of  Chief  Executive  Officers  in  the  state  of 
Florida.   The  underlying  ass\imption  in  the  review  of  studies 
done  on  corporate  social  responsibility  is  that  to  be 
socially  responsible  involves  restraint  of  profit  maximi- 
zation.  However,  the  executives  that  I  interviewed  in  the 
course  of  the  fieldwork  asserted  that  there  are  other  values 
that  motivated  their  involvement  in  society. 

None  would  deny  the  importance  of  profitability. 
Profit  is,  after  all,  the  fuel  that  makes  the  business 
organization  run.  No  business  enterprise  could  survive  if 
it  were  not  profitable.   The  question  has  become,  rather, 
what  to  do  with  the  profits  that  are  generated.   Ben  and 
Jerry's,  for  example,  articulated  the  idea  of  a  new  paradigm 
for  American  business  based  on  the  premise  of  the  redistri- 
bution of  monies .   To  think  of  an  organization  or  an  insti- 
tution as  a  mechanism  of  redistribution  is  by  no  means  novel 
to  anthropology.   But  discovering  the  forces  that  impact 
that  redistribution  or  that  influence  the  perception  of 
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business  as  an  instrument  of  the  redistribution  of  wealth  is 
a  matter  for  continued  research. 

The  Survey  Instrument 
The  survey  instrument  was  designed  to  explore  the 
underlying  impact  of  profit  maximization.   Is  it  indeed  the 
central  value  of  business  executives  even  guiding  decisions 
in  areas  outside  of  market  transactions?   Are  there  other 
values  that  explain  business'  engagement  of  society?   The 
survey  has  four  parts,  each  corresponding  to  issues  raised 
in  the  f ieldwork  (Appendix  H) . 

Part  I  investigates  the  independent  variables .   Company 
name,  company  size  determined  by  both  number  of  employees 
and  annual  revenues,  industry,  and  whether  it  is  a  private 
or  public  firm.   The  name  of  the  executive,  niimber  of  years 
in  current  position,  time  with  the  company,  age,  level  of 
education,  and  significant  life  events  that  may  have  shaped 
values  are  independent  variables  associated  with  the 
individual  respondents .   The  source  for  these  varicibles  is 
both  the  fieldwork  and  the  review  of  literature  of  corporate 
social  responsibility.   Executives  in  the  field  stated,  in 
each  case,  that  some  life  event  shaped  their  values  and  the 
way  they  perceived  their  responsibility  as  business  leaders. 

Part  II  is  the  first  section  of  dependent  variables. 
It  lists  22  variables  associated  with  social  responsibility. 
The  survey  question  requests  a  response  on  the  degree  of 
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importance  to  the  respondent's  own  definition  of  social 
responsibility.   There  seems  to  be  a  lack  of  consensus  on 
what  corporate  social  responsibility  is  in  the  first  place. 
I  have  conceptualized  it  as  encompassing  four  huge  areas  of 
action  and  interest:  legal,  ethical,  economic,  and 
discretionary.   It  is  highly  significant  to  establish  a  data 
base  of  how  the  executives  in  the  survey  define  it.   Part 
II,  then,  offers  a  list  of  possible  parts  of  a  definition. 

The  list  is  comprehensive  and  the  variables  have  come 
from  two  principal  sources.   The  first  source  was  the  issues 
raised  by  executives  themselves  in  the  fieldwork.   The 
second  source  was  respected  national  organizations  that  rank 
corporate  performance.   The  Better  World  Investment  Guide 
(Alperson  et  al.,  1991)  published  by  the  Council  on  Economic 
Priorities  (CEP)  and  the  Domini  Social  Index  (1992) 
published  by  the  firm  of  Kinder,  Lydenberg,  Domini  &  Co., 
Inc.  of  Cambridge,  MA,  are  two  highly  respected  guides  for 
social  investing.   Both  rank  companies  according  to  per- 
formance in  specific  areas. 

The  Domini  Social  Index  recorded  qualitative  data  in 
seven  areas:  environment.  South  Africa,  consumer  and 
product,  community,  directors  and  management,  employee 
relations,  and  women  and  minorities.   The  CEP  Guide  rates 
companies  in  12  areas — giving  to  charity,  advancement  of 
women,  advancement  of  minorities,  military  contracts,  animal 
testing,  disclosure  of  information,  community  outreach. 
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nuclear  power.  South  Africa,  environment,  political  action 
committees,  and  family  benefits.   Part  II  combines  these 
categories  and  lists  variables  associated  with  them. 

Further,  the  literature  reviewed  in  previous  chapters 
emphasized  the  importance  of  economic  performance  as  an 
essential  dimension  of  a  company's  social  responsibility. 
Therefore,  the  survey  included  variables  related  to  economic 
performance.   As  a  whole,  the  variables  cover  the  four 
general  areas  that  fit  my  conception  of  social  responsi- 
bility; that  is,  performance  in  the  economic,  ethical, 
legal ,  and  discretionary  areas . 

Part  III  asked  about  areas  associated  with  a  company's 
internal  activities.   Principally,  the  presence  of  codes  of 
conduct  or  ethics,  ethics  training,  ethics  officer,  and  the 
employee  assistance  program.   The  rationale  behind  these 
questions  came  from  two  sources.   First,  all  the  executives 
in  the  fieldwork  expressed  a  concern  for  ethics  in  the  work 
place,  "Good  ethics  is  good  business."   Ben  and  Jerry's  had 
recently  hired  an  ethics  consulting  firm  and  Pride  of  the 
Sunshine  has  a  simple  code  of  conduct  for  all  employees. 
HTI  holds  employees  accountable  to  the  standards  of  their 
professions . 

The  second  source  for  this  area  came  from  my  research 
during  the  fieldwork  intended  to  understand  the  issues  and 
reasons  for  ethics  in  business  organizations.   The  Con- 
ference Board's  1992  survey  on  corporate  ethics  practices 
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attests  to  the  increasing  importance  given  to  ethics  by 
corporate  executives .   That  survey  was  reviewed  in  a 
previous  chapter. 

I  also  visited  the  Ethics  Resource  Center  in  Washing- 
ton, D.C.   This  center  is  an  ethics  consulting  firm  and  an 
important  resource  center  on  matters  concerning  ethics  in 
social  institutions,  including  business.   For  example,  a 
1990  survey  of  2,000  businesses  reported  on  the  ethical 
issues  facing  business  today  and  the  institutional  responses 
to  them  (Ethics  Research  Center,  1990). 

Codes  of  ethics  are  one  clear  way  that  companies 
respond  to  social  values  and  social  pressure.   There  are 
also  strong  internal  motives  for  elaborating  codes  of 
ethics.   First,  the  mere  fact  of  having  a  formal  code  is  a 
way  of  saying  to  society  and  government  that  serious 
attempts  are  being  made  to  follow  honorable  business 
practices.   The  problem  is  that  a  code  of  ethics  can  be 
little  more  than  a  public  relations  or  marketing  tool. 

The  response  to  ethical  situations  involved  not  only 
the  elaboration  of  codes  of  ethics  but  the  relatively  new 
response  of  the  corporate  ethics  officer,  or  ethics 
ombudsman.   Fortune  Magazine  reported  on  the  phenomenon 
(Labich,  1992)  in  an  article  that  explicated  the  dilemmas 
employees  faced  in  "doing  what's  right."    The  Wall   Street 
Journal    (August  27,  1992)  reported  on  problems  employees  are 
facing  when  they  called  the  ethics  hot  lines.   The  Ethics 
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Resource  Center  gave  me  two  interesting  reports.   "Ombudsman 
Cost  Effectiveness"  (Hall,  1991)  was  prepared  by  an  ethics 
officer  of  McDonnell  Douglas  Electronics  Systems  Company. 
The  report  detailed  and  evaluated  the  responsibilities  of 
the  ethics  officer,  the  issues  that  the  ethics  office 
addressed,  and  explained  the  overall  cost-effectiveness  of 
the  office.   The  ethics  office  of  this  company  saved  money 
in  grievance  avoidance,  reduced  turnover,  management  time 
savings,  litigation  avoidance,  and  productivity  gains.   It 
is  significant  to  note  the  language  of  cost-effectiveness. 

The  second  report,  "1990  Annual  Report  to  the  Public 
and  the  Defense  Industry"  (1991)  was  commissioned  by  the 
Defense  Industry  Initiative  and  is  a  model  study  of  accoun- 
tability.  Areas  addressed  in  this  study  of  companies  in  the 
defense  industry  are  codes  of  ethics,  ethics  training, 
compliance,  reporting,  and  accountability  to  the  pxiblic. 

Ethics  officers  are  functioning  in  corporate  America  as 
a  means  to  deal  with  internal  conflicts.   An  ethics  officer 
typically  operates  a  confidential  hotline  in  which  serious 
complaints  can  be  confidentially  lodged.   They  handle  sexual 
harassment,  racial  and  other  discrimination  charges  as  well 
as  personal  conflicts  within  the  organization.   They  also 
are  the  channel  for  whistle  blowers  to  lodge  complaints  of 
misconduct.   Public  outrage  at  inordinate  expenditures  by 
the  defense  department,  the  Challenger  disaster,  and 
internal  punishments  that  whistleblowers  are  subjected  to 
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are  contributing  factors  to  the  increasing  numbers  of 
electronics  firms  with  formal  codes  of  ethics  and  conduct. 

In  general,  then,  ethics  officers  can  be  a  means  of 
translating  community  or  social  standards  and  values  into 
the  corporate  organization.   As  such  it  is  an  institutional 
response  to  recognized  problem  areas .   They  are  generally  a 
cost-effective  means  of  dealing  with  serious  problems;  liti- 
gation can  be  avoided  through  successful  negotiation. 

There  is  a  convergence  of  two  competing  values  in  the 
area  of  business  ethics.   The  first  is  the  value  of  positive 
response  to  social  standards  and  the  avoidance  of  unethical 
behavior  in  the  work  place  in  order  "to  do  what  is  right." 
The  second  motive  is  framed  in  a  clear  language  of  cost- 
effectiveness.   Good  ethics  is  good  business  because  good 
ethics  saves  money.   An  ethics  officer  can  save  money  by 
avoiding  litigation  and  costly  negotiating  processes. 

Part  III  of  the  survey  also  asked  about  Employee 
Assistance  Programs  (EAP).   In  the  course  of  the  fieldwork, 
the  Employee  Assistance  Program  became,  for  me,  a  key  area 
of  the  intersection  of  values .   These  programs  began  more 
than  20  years  ago  as  a  means  to  combat  drug  addiction  and 
substance  abuse  in  the  work  place.   Simply,  employees  are 
offered  the  opportunity  for  confidential  counseling  and 
treatment  for  substance  abuse  problems  and  will  not  lose 
their  jobs  if  the  treatment  is  successful. 
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These  programs  have  grown  in  scope  and  are  nearly 
universal.   I  interviewed  three  "Employee  Assistance 
providers,"  consultants  and  therapists  that  offer  counseling 
services  to  companies.   These  professionals  were  trained  in 
the  health  services  and  expressed  a  caring  attitude  about 
their  jobs,  typical  of  people  in  the  "caring"  professions. 
However,  they  were  clear  about  the  business  dimension. 
They,  too,  are  in  business  and  sell  their  services.   Typi- 
cally, an  EAP  provider  contracts  to  a  company  to  handle 
chemical  dependency  problems.   It  is  confidential  coun- 
seling; the  fee  is  paid  by  the  company  or  the  company's 
insurer — at  least  the  first  several  visits  are. 

The  Gainesville,  FL  representatives  of  a  national  EAP 
provider  offers  confidential  counseling  in  six  areas: 
marital  and  family  issues,  alcohol  and  drug  dependency, 
emotional  difficulties,  stress  related  problems,  financial 
problems,  and  legal  problems.   An  EAP  provider  in 
St.  Petersburg,  FL  has  tcibulated  statistics  of  its  services 
for  1991  with  one  of  the  areas  largest  employers.   This 
provider  saw  10%  of  that  work  force  in  the  course  of  1991: 
20%  of  the  clients  had  problems  with  substance  abuse,  18% 
were  seen  for  marital  problems,  15%  for  family  issues,  7% 
for  physical  sexual  abuse,  and  9%  for  career  and  work 
related  problems .   The  counselor  I  interviewed  said  that  she 
has  counseled  a  senior  officer  of  the  company  as  well  as 
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production  line  employees.   In  other  words,  all  levels  of 
the  work  force  take  advantage  of  this  confidential  service. 

The  question  is,  why  would  a  company  pay  for  this? 
Dave  Barash  of  Ben  and  Jerry's  asserted  very  strongly  that 
his  company  pays  the  full  tab  because  these  counselling 
services  help  people  put  their  lives  together.   The  EAP 
providers,  however,  market  their  services  to  companies  and 
the  sales  pitch  is  pure  cost-effectiveness.   They  present 
national  statistics  on  employee  absenteeism  due  to  chemical 
dependency  and  emotional  problems.   They  show  how  that 
translates  into  lost  dollars.   They  translate  those 
proportions  into  the  company's  own  financial  and  employee 
statistics  and  argue  that  they  will  save  the  company  X 
number  of  dollars  if  the  company  contracts  their  services . 
Reduced  absences  from  work  means  enhanced  productivity. 
There  is  also  the  by-product  of  increased  employee  dedi- 
cation and  loyalty  to  the  company. 

Part  III  of  the  survey  addressed  all  these  issues.   If 
a  company  has  an  Employee  Assistance  Program,  does  it  do  it 
for  cost-effective  reasons,  out  of  a  sense  of  altruism,  or 
to  build  lasting  relationships  with  employees?   Mark 
Thomas's  informal  counseling  program  has  parts  of  the  latter 
two  motives.   Ben  and  Jerry's  expressed  feelings  of 
altruism.   HTI  talked  the  language  of  cost-effectiveness. 

Part  IV  addresses  the  company's  activity  in  the 
community.   The  first  series  of  questions  was  designed  to 
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ascertain  the  level  of  influence  of  increasing  profit  and 
returns  to  the  company  as  a  motivation  for  action  in  the 
community.   Other  questions  pertain  to  the  level  of  involve- 
ment in  the  community  that  includes  monetary  contributions 
and  coimnitments  of  assets  as  well  as  the  personal  time  of 
executives  and  employees . 

One  of  the  areas  that  is  important  nationally  is  the 
level  of  monetary  contributions  made  to  charity  and  to  civic 
organizations .   Two  recent  sources  of  data  on  corporate 
giving  set  the  mark  of  comparison.   The  Conference  Board's 
1990  "Survey  of  Corporate  Contributions"  is  based  on  a  1988 
survey  of  companies.   It  had  356  responses.   The  survey 
concluded  that  the  median  percentage  of  contributions  to 
philanthropic  causes  on  U.S.  pre-tax  income  was  0.9%  of  that 
income.   Those  contributions  went  to  four  general  areas: 
health  and  human  services,  culture  and  the  arts,  education, 
and  civic  and  community  organizations. 

A  1991  study,  "Corporate  Support  of  Education,  1991"  by 
the  Council  for  Aid  to  Education,  is  based  on  1991  IRS  data 
on  total  corporate  giving.   This  study  compares  those 
statistics  to  response  to  a  survey  conducted  by  the  Council 
and  the  Conference  Board.   Total  corporate  philanthropy  for 
1991,  to  all  causes,  as  a  percentage  of  pre-tax  income  was 
1.79%.   Contributions  were  divided  among  the  four  areas 
mentioned  in  the  previous  paragraph.   Education  and  health 
and  human  services  received  the  highest  amounts .   Part  IV 
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addressed  all  the  ways  that  companies  contributed  to 
society. 

The  Survey  Sample 

As  of  September  30,  1992,  there  were  502,349  active, 
for  profit  corporations  with  domicile  in  Florida.   That  does 
not  count  subsidiaries  of  national  firms  with  domicile  in 
another  state.   These  figures  include  only  companies  that 
have  filed  articles  of  incorporation  in  the  state.   It  does 
not  include  limited  partnerships  or  sole  proprietorships. 
There  were  35,865  foreign,  for  profit,  corporations  filed  to 
do  business  in  Florida. ^^ 

These  are  global  figures  and  include  the  hundreds  of 
types  of  companies  listed  in  the  SIC  codes.   Defining  a 
sample  for  the  survey  involved  much  discussion  and  thought. 
I  decided  that  the  most  important  criterion  for  deciding 
sample  size  was  to  define  the  sample  in  a  way  that  would 
provide  the  best  possible  response  to  the  survey.   Just  as 
access  was  a  key  consideration  in  the  case  studies,  response 
was  the  key  factor  for  the  survey. 

I  researched  surveys  of  corporate  executives  done  by 
respected  national  organizations  and  university  based 
researchers.   Response  rates  were  generally  poor.   I  decided 


^^These  figures  are  the  actual,  to-date  data  from  the 
computer  data  base  of  the  Public  Access  Office  of  the  Flor- 
ida Department  of  State,  Division  of  Corporations  on  Septem- 
ber 30,  1992. 
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that  my  chances  of  getting  a  good  response  by  sending  out  a 
blind  survey  to  any  representative  sample  in  the  state  of 
Florida  were  poor.   It  was  not  enough  to  be  a  graduate 
student  at  the  University  of  Florida.   I  therefore  decided 
to  find  a  respectable  and  respected  organization  to  sponsor 
my  survey.   The  executive  director  of  The  Florida  Council  of 
100,  Mr.  D.  Craig  "Chip"  Collins,  agreed  to  sponsor  a  survey 
of  the  membership  of  his  organization. 

The  Florida  Council  of  100  is  an  association  of  leading 
corporate  executives  in  the  state  of  Florida.   The  stated 
purpose  of  the  organization  is  to  enhance  the  quality  of 
life  for  all  Floridians .   The  Council  was  founded  in  1961  by 
Governor  Farris  Bryant.   The  governor  sought  to  establish  a 
bond  between  government  and  the  business  community  as 
Florida  faced  a  decade  of  rising  population  and  the  social 
problems  associated  with  rapid  population  growth.   He 
created  a  board,  the  Council  of  100,  composed  of  business 
leaders  that  would  advise  him  on  effective  programs  to  meet 
the  state ' s  growing  needs . 

The  Council  members  were  not  to  be  involved  in  lob- 
bying, were  to  be  non-partisan,  and  served  as  policy 
advisors  to  the  governor.   Membership  was  approved  by  the 
governor  and  the  group  met  regularly.   It  was  called  the 
Council  of  100  even  though  membership  has  often  been  more 
than  100. 


248 
The  early  agenda  for  the  Council  was  to  study  the 
possibility  of  expanding  the  state's  university  system  and 
to  assist  the  governor  in  his  efforts  to  eunend  the  state's 
constitution  to  provide  the  financial  undergirding  for 
building  new  universities.   Council  members  were  influential 
in  getting  favorable  ratings  from  Wall  Street  investors  for 
the  bonds  issues  that  provided  the  capital  for  the 
construction  of  the  university  system. 

The  Council  meets  regularly,  is  governed  by  an 
executive  coiranittee  and  administered  by  an  executive 
director.   It  sponsors  an  annual  economic  seminar  on  state 
and  national  forecasts.   It  has  commissioned  studies  on 
government  efficiency,  improving  the  state's  tax  base,  and 
economic  development . 

It  esteiblished  The  Florida  Council  of  Economic 
Education  that  has  been  operating  as  a  non-profit  organi- 
zation since  1975.   This  commission  studies  and  makes 
recommendations  on  economic  education  in  the  public  schools. 
Other  efforts  include  a  study  on  the  economic  development  of 
the  state  and  the  founding  of  an  agri-business  institute  to 
promote  agriculture  and  provide  a  resource  base  for  agri- 
culture.  The  Council's  Human  Affairs  Committee  sponsored  a 
study  of  health  care  in  the  state,  and  in  the  early  1980s 
the  Council  sponsored  a  nationally-recognized  study  on 
judicial  reform  for  Florida.   This  was  a  very  influential 
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and  much  heralded  study  and  its  recommendations  were 
enacted . 

Most  recently,  members  of  the  Florida  Council  of  100 
were  called  upon  by  Governor  Chiles  to  support  two  key  areas 
of  importance  to  the  state.   A  group  of  executives  led  a 
study  of  the  public  school  system,  encouraging  decentrali- 
zation and  local  autonomy  in  public  education.   Others  are 
leading  the  state's  study  and  program  on  economic  develop- 
ment for  the  future.  Enterprise  Florida. 

The  Council  of  100  responded  quickly  to  the  disaster 
left  by  Hurricane  Andrew  in  August  of  1992.   Immediately 
executives  made  available  over  20  corporate  aircraft  for 
relief  efforts.   The  aircraft  were  put  at  the  disposal  of 
medical  personnel  for  the  transport  of  doctors,  nurses,  and 
medical  supplies.   Some  companies  had  heavy  equipment  made 
availcible  to  relief  workers .   Banks  pooled  funds  for  no 
interest  and  low  interest  loans  to  victims  of  the  hurricane. 
Aside  from  what  individual  companies  did  on  their  own  or  for 
their  own  employees  in  the  affected  area,  the  Council 
cooperated  with  the  Red  Cross  in  soliciting  donations  from 
businesses  and  the  public  in  general.   The  director  of  the 
council.  Chip  Collins,  was  personally  involved  with 
coordinating  relief  efforts  between  the  governor's  office 
and  the  corporations . 

Current,  in-state,  resident,  membership  is  more  than 
110.   Members  must  still  be  approved  by  the  governor  who  is 
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the  ex-officio  president  of  the  Council.   One  criterion  for 
membership  is  that  members  must  be  active  in  the  community 
in  areas  outside  of  business  interests.   This  year,  a  few 
members  were  dropped  from  the  organization  and  several  new 
applicants  were  accepted. 

Chip  Collins  was  enthused  with  my  proposal  to  survey 
the  membership  on  social  responsibility  and  agreed  to 
sponsor  the  survey.   Chip  and  his  office  staff  offered 
invaluable  help  in  the  whole  effort  associated  with  the 
survey,  especially  in  mailing  and  follow-ups.   His  cover 
letter  to  the  survey  and  personal  calls  to  executives 
expedited  the  response. 

Most  importantly,  this  sample  is  a  biased,  non- 
representative  sample.   Therefore  no  generalizable  statis- 
tics can  be  achieved.   Going  into  the  survey  it  was  thought 
that  the  bias  should  have  been  in  favor  of  companies  that 
are  proactive  in  community  and  social  areas  for  the  sake  of 
making  a  better  society,  not  for  the  sake  of  increasing 
company  revenues  or  company  image.   The  idea  of  using  a 
biased  sample  was  not  only  to  enhance  a  return  rate.   It  was 
also  to  establish  a  base  line  of  data  with  a  population  of 
executives  who  are  highly  respected  individuals  within  their 
state. 

I  sent  out  110  surveys.  Two  weeks  later  I  sent  a  fax 
message  to  the  offices  of  each  of  the  CEOs  who  had  not  yet 
responded.   One  week  later  I  placed  a  personal  phone  call  to 
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those  who  had  not  responded.   Chip  and  I  decided  that  two 
follow-up  contacts  were  sufficient.   Chip  answered  many 
phone  calls  during  office  hours  from  members  who  asked  about 
the  survey.   One  factor  that  impacted  on  the  response  was 
Hurricane  Andrew.   The  survey  was  mailed  one  week  prior  to 
the  hurricane.   Consequently,  response  from  South  Florida 
was  poor.   Out  of  the  110  surveys  sent,  a  total  of  68  execu- 
tives responded.   Of  the  68,  six  contacted  Chip  Collins  or 
me  declining  the  invitation  to  fill  in  the  survey,  three  of 
the  returned  surveys  were  not  useable,  and  59  surveys  were 
useable.   This  means  that  the  overall  response  rate  was  61%. 
Sixty- two  executives  returned  surveys,  that  is  56%  of  the 
surveys.   The  59  useable  surveys  is  53%  of  the  110  mailed 
surveys . 

The  Survey 
Part  I.  The  Independent  Variables 

The  59  companies  that  responded  split  2  to  1  on  the 
nature  of  ownership.   Most  of  them  are  privately  held 
corporations.   There  were  20  publicly  held  companies,  33.9% 
of  the  total,  and  39  privately  held,  66.1%.   In  the  statis- 
tical analysis,  this  proved  to  be  the  most  significant 
variable  of  correlation  across  the  board. 

Company  size  measured  by  number  of  employees  was 
distributed  evenly  across  the  board. 
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Table  6 : 1 
Size  by  Employees 
N=59 


Number  of  employees 

Frequency 

Percent 

1  -  100 

14 

23.7 

101  -  500 

16 

27.1 

501  -  1,000 

4 

6.8 

1,001  -  2,500 

8 

13.6 

2,500  and  greater 

17 

28.8     1 

Fifty  percent  of  the  companies  have  500  or  less 
employees.   Over  42%  have  more  than  1,000  employees.   Seven- 
teen companies  have  more  than  2,500  employees.   Number  of 
employees  is  significant  because  smaller  firms  do  not  offer 
the  same  package  of  benefits  that  larger  firms  do,  including 
pension  funds  and  full  medical  coverage.   It  is  estimated 
that  most  Americans  work  for  small  companies  of  fewer  than 
500  employees.   However,  company  size  was  not  as  significant 
as  ownership  in  the  analysis. 

The  frequency  of  industry  type  was  distributed  rather 
evenly.   The  most  numbers  were  in  the  real  estate  and 
development  segment.   Eight  utility  companies  responded  to 
the  survey,  the  second  highest  group. 


Industry  distribution  was  as  follows 

Utility: 

Banking/Financial : 

Retail  Sales : 

Manufacturing : 

Real  Estate/Development: 

Tour ism/Entertainment /Recreation: 

Insurance: 


8  for  13.6% 

6  for  10.2% 

4  for  6.8% 

3  for  5.1% 

19  for  32.2% 

3  for  5.1% 

3  for  5.1% 
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Health  Care: 
Agriculture/Citrus : 
Communications /Mass  Media: 
Legal  Services : 
Other: 


1  for  1.7% 

4  for  6.8% 

5  for  8.5% 
4  for  6.8% 

12  for  20.3% 


The  percentages  sum  to  more  than  100  due  to  the  fact 
that  some  listed  themselves  in  more  than  one  industry. 

The  second  measure  of  size  is  by  income.   Because  we 
have  been  in  the  midst  of  a  recession,  I  took  a  fair  measure 
of  a  company's  revenues  to  be  an  average  of  the  last  three 
years'  revenues.   Twenty-one  companies  claimed  those 
revenues  to  be  between  1  and  25  million  dollars.   Twenty- 
seven  reported  average  three  year  revenues  at  over  100 
million.   Two  companies  did  not  answer  the  question.   The 
distribution  in  Tc±>le  6:2  shows  that. 


Table  6:2 

Income  Distribution 

N=59 


Average  three  year 
revenue  in  millions 

Frequency 

Percent 

no  answer 

2 

3.4 

1  to  25 

21 

35.6         1 

25  to  50 

3 

5.1 

50  to  100  • 

6 

10.2 

over  100 

27 

45.8 

Independent  variables  about  the  executives  them- 
selves showed  that  this  was  a  rather  educated  group.   Ninety 
percent  have  a  college  degree,  55%  have  achieved  graduate 
degrees,  and  only  6  respondents  admitted  that  the  highest 
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level  of  education  achieved  was  a  high  school  diploma. 
Among  those  with  graduate  degrees,  18  completed  master's 
degrees  and  15  have  doctorates,  30.5%  and  25.4%,  respec- 
tively. 

The  average  age  of  the  respondents  was  56 .   Most  of  the 
executives  were  promoted  from  within  the  company.   Only  13 
of  the  respondents  were  hired  from  outside  their  companies. 
Nine  of  the  executives  answered  "other"  and  explained  that 
they  had  founded  their  companies .   Counting  that  as  an 
internal  promotion,  44  of  the  59  achieved  their  positions 
from  within  the  companies,  74%. 

The  questions  relating  to  significant  life  events  that 
have  shaped  values  and  perceptions  of  responsibilities  was 
inspired  by  the  case  studies .   Almost  all  of  the  executives 
interviewed  in  the  cases  explained  that  some  significant 
event  had  occurred  that  shaped  their  perception  of  responsi- 
bility.  For  example,  the  experiences  of  corruption  and 
abuse  of  power  as  perceived  by  Ben  and  Jerry  and  the 
executives  they  have  hired  had  shaped  the  vision  of  the 
company's  social  mission.   Illness  and  death  in  the  family 
had  influenced  others  to  have  a  high  level  of  commitment  to 
medical  research.   Family  upbringing  and  religion  were  also 
important  to  executives  such  as  George  Habib. 

In  the  survey  sample,  family  values  ranked  high, 
admitted  by  nearly  everyone.  Religion  and  a  sense  of 
community  bonds  that  comes  from  a  neighborliness  showed 
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variance,  as  well  as  being  raised  in  a  family  with  strong 
business  traditions.   This  might  challenge  Bellah  and 
Wolfe's  contention  of  the  disintegration  of  traditional 
American,  value  bearing  institutions. 

The  responses  the  questions  of  significant  life  events 
are  listed  below. 


Variable 

ResDonse 

FrecruencY 

Percent 

Strong  family  values 

NO 
YES 

6 
53 

10.2 
89.8 

Poor  family 

NO 
YES 

47 
12 

79.7 
20.3 

Death  of  loved  one 

NO 
YES 

54 
5 

91.5 
8.5 

Relied  on  non-profits 

NO 

59 

100 

Family  in  difficult  times 

NO 
YES 

55 
4 

93.2 
6.8 

Illness  in  family 

NO 
YES 

46 
13 

78.0 
22.0 

Third  World  Experience 

NO 
YES 

58 

1 

98.3 
1.7 

Religion 

NO 
YES 

38 
21 

64.4 
35.6 

Neighbor liness 

NO 
YES 

39 

20 

66.1 
33.9 

Family  business  tradition 

NO 
YES 

26 
33 

44.1 
55.9 

Other 

NO 
YES 

38 

21 

64.4 
35.6 

Part  II.  Elements  of  Socia 

1  Responsib 

ilitv 

One  of  the  key  definitional  issues  is  what  corporate 
social  responsibility  means  to  business  executives.   The 
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survey  included  a  list  of  22  variables  taken  from  the 
sources  cited  above.   These  represent  the  issues  most 
commonly  associated  with  social  responsibility  by  industry 
investors  and  public  interest  groups.   The  following  list 
charts  how  the  executives  of  the  Council  of  100  responded  to 
each  variable  on  a  scale  of  most  important  to  least  impor- 
tant.  For  easier  analysis  the  categories  were  collapsed 
into  three.   The  variables  are  listed  according  to  rated 
importance,  those  that  received  highest  importance  ratings 
first,  those  with  lowest  importance  ratings  at  the  end.   The 
number  of  responses  sometimes  adds  to  60  because  a  no 
response  was  counted. 


VARIABLE 

Observance  of  ethics 
Product/service  quality 
Support  of  education 
Fair  wages  and  benefits 
Profitability  and  profit 

maximization 
Giving  to  charity 
Employee  volunteerism  and 

community  service 
Community  outreach 
Compliance  with  regulation 
Management ' s  seryice  on 

boards  of  non-profits 
Reduce  contamination 
Return  to  shareholders 
Advancement  of  women  and 

minorities 
Recycle,  waste  reduction, 

energy  conservation 
Providing  jobs 
Support  of  the  arts 
Contracting  to  minority 

firms 


MOST 

IMPORTANT 
0 

LEAST 

59 

1 

55 

3 

2 

52 

5 

3 

52 

4 

4 

47 

7 

6 

43 

14 

1 

43 

10 

7 

43 

13 

4 

42 

10 

8 

42 

13 

5 

41 

14 

5 

41 

9 

10 

33 

15 

12 

32 

22 

6 

32 

15 

13 

23 

17 

20 

11 


18 


31 


Cap  on  executive 

compensation 
Cooperation  with  sanctions 

against  South  Africa 

and  other  nations 
Public  disclosure  of 

social  audits 
No  animal  testing 
No  military/defense 

contracts 


12 

12 

8 

1 
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13 

35 

10 

38 

10 

42 

3 

56 

4 


56 


Summarizing  and  categorizing  this  list  highlights  the 
dimensions  of  what  the  Council  members  considered  to  be  the 
most  and  the  least  important  parts  of  social  responsibility. 
The  following  lists  show  that. 


Most  Important; 
Observe  ethics 
Giving  to  charity 
Compliance  with  regulation 
Profitability 
Community  outreach 
Return  to  shareholders 
Employee  volunteerism 
Reduction  of  contamination 
Product /service  quality 
Service  to  non-profits 
Fair  wages  and  benefits 
Support  education 

Tending  toward  most  important; 
Advancement  of  women  and  minorities 
Providing  jobs 
Recycling  and  waste  reduction 

Tending  toward  least  important; 
Contracting  to  minority  owned  firms 
Support  of  the  arts 


Least  Important 

No  military/defense 

contracts 
Public  disclosure  of 

audits 
No  animal  testing 
Support  sanctions  against 

South  African  and  other 

nations 
Cap  on  executive 

compensation 


All  of  the  economic  variables  ranked  high  for  this 
group  of  executives.   Equally  high  are  the  areas  of  discre- 
tionary giving,  at  least  the  general  principles;  giving  to 
charity,  community  outreach,  serving  on  boards  of  non-profit 
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organizations.   It  is  well  worth  noting  that  this  group 
considers  providing  return  to  shareholders  as  more  important 
than  providing  jobs.   Providing  jobs  is  a  rather  serious 
issue.   The  goal  of  the  Council  is  to  work  towards  a  better 
quality  of  life  for  all  Floridians . 

In  my  discussion  with  Allen  Parker  of  Ben  and  Jerry's 
we  discussed  the  role  of  business  in  society.   One  of  the 
points  he  made,  rather  emphatically,  was  that  traditional 
business  leaders  do  not  think  of  the  role  of  business  as 
providing  jobs  in  society.   It  was  more  important  to  them  to 
provide  a  return  to  shareholders  and  that  often  means  cut- 
ting jobs  or  relocating  to  Mexico  or  another  country. 
Perhaps  there  was  more  real  opposition  between  providing 
jobs  and  providing  return  to  shareholders  even  though  some 
economists  argue  that  providing  jobs  is  being  socially 
responsible. 

The  survey  seemed  to  show  basic  consensus  with  general 
legal  and  ethical  concerns.   All  said  that  compliance  with 
regulatory  statutes  was  part  of  their  responsibility  to 
society.   All  unanimously  agree  that  the  observance  of  sound 
ethical  standards  was  an  important  part  of  social  responsi- 
bility.  In  practice,  that  consensus  may  or  may  not  be 
realized.   For  example,  the  advancement  of  women  and  minor- 
ities and  the  contracting  to  minority  owned  firms  was  both 
an  ethical  and  a  legal  issue.   That  is,  for  some  it  might  be 
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a  purely  moral  question.   For  others  it  was  required  by 
federal  law  if  the  company  had  federal  contracts. 

Only  eight  firms  listed  disclosure  of  audits  as 
important.  Further,  it  was  most  interesting  to  observe  that 
all  59  rated  the  observance  of  ethical  standards  as  most 
important.   Of  the  59  only  35  have  formal  codes  of  ethics, 
24  do  not. 

Cooperation  with  the  United  Nations  and  United  States 
sanctions  against  South  Africa  and  other  countries  did  not 
receive  high  marks .  This  is  a  primary  concern  of  watch-dog 
groups  and  socially- responsible  investors.   Equally,  the  cap 
on  executive  compensation,  much  in  the  news  of  late  as 
shareholders  have  pressed  the  Securities  and  Exchange 
Commission  for  freedom  to  introduce  resolutions  on  the 
executive  compensation,  did  not  receive  marks  of  high 
importance . 

The  president  of  one  of  Florida's  largest  companies,  a 
privately  owned  company  in  retail  sales,  wrote  succinctly 
about  how  he  views  his  and  his  companies  social  responsi- 
bilities.  He  believes  in  the  narrower  version  of  social 
responsibility.   He  wrote: 

I  believe  our  company  serves  an  important  social 
purpose  by  providing  food  needs  to  customers  at  a 
reasonable  price,  in  a  pleasant  environment.  We 
also  provide  opportunities  for  people  to  earn  an 
honest  and  fair  wage  in  a  secure  environment. 
Knowing  their  jobs,  benefits  and  retirement  is 
secure  is  one  way  of  expressing  social  responsi- 
bility. 
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This  kind  of  comment  was  common  of  those  who  took  the 
time  to  write  about  the  issues  raised  in  the  survey. 
Another  example  from  a  privately  owned  company  is  a  bit  more 
expansive.   The  president  of  another  retail  firm,  eimong 
Florida ' s  largest  companies ,  had  this  to  say  about  corporate 
social  responsibility.   He  wrote: 

My  belief  is  that  we  have  a  responsibility  to: 

1)  stockholders-to  make  a  superior  ROE 

2)  employees-competitive  pay,  challenge,  oppor- 

tunity, and  a  share  in  the  business.  We 
subsidize  the  purchase  of  corporate  stock  (as 
an  investment  alternative)  through  our  4 OIK 
plan.  We  also  pay  for  employee  education. 

3)  customers -value,  assortment, 

convenience/ambience , etc . 

4)  community-our  foundation  concentrates  on 

education  and  currently  supports  15  students 
in  college. 

There  were  comments  from  those  who  believe  that  not 

enough  was  done  and  that  companies  do,  indeed,  have  an 

obligation  to  use  their  power  and  influence  on  behalf  of  a 

better  society.   These  are  important  and  significant 

comments  made  by  senior  executives.   For  example,  one  CEO  of 

a  building  and  construction  firm  sent  word  for  me  to 

telephone  him  after  he  received  the  survey.   We  spoke  for 

some  10  minutes  on  the  phone.   In  that  conversation  he 

indicated  to  me  that  he  was  pleased  that  someone  was  finally 

doing  this  kind  of  research.   He  believes  companies  are  not 

active  enough  in  the  communities  and  are  not  as  effective  as 

they  can  be.   It  is  essential,  according  to  him,  that  a 

company  be  a  good  citizen  and  use  its  influence  for  the  good 

of  the  community. 
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A  CEO  from  a  real  estate  development  firm  wrote  on  the 
survey  form: 

We  feel  our  people  should  be  involved  in  community 
service  and  encourage  it  at  all  levels .   It  is 
also  our  belief  that  both  we  and  the  community  are 
beneficiaries.  I  don't  feel  society  has  the  right 
to  require  these  commitments,  nor  do  I  believe 
they  are  appreciated  in  many  cases.   Our  overall 
concern  is  to  make  our  community  and  state  a  bet- 
ter place.   We  have  a  very  small  organization.   So 
most  of  this  is  done  on  an  informal,  but  committed 
basis. 

Another  real  estate  developer  had  this  to  say: 

The  first  responsibility  of  business  is  to  be  a 
sound  enterprise  for  those  who  invest,  employees, 
and  customers.  Businesses  and  their  executives 
should  involve  themselves  in  their  community  for 
business  (not  direct  benefits)  reasons  as  well  as 
their  social  consciences.   Business  is  not 
obligated  to  cure  social  ills,  support  the  arts, 
or  any  other  cause.   Businessmen  should  want  to, 
however . 

These  comments  defend  the  rights  and  interests  of 
business  organizations  in  a  way  consistent  with  the  American 
tradition  of  rights  and  evoke  the  separation  of  domains  of 
authority.   This  is  one  of  the  strongest  findings  in  the 
survey.   If  executives  are  active  in  society,  they  are 
active  on  their  own  terms .   They  do  not  want  the  terms  to  be 
dictated  to  them.   The  low  rankings  of  so  many  topical 
social  issues  shows  this. 

For  example,  the  low  marks  that  contracting  to  minority 
owned  firms  and  cooperating  with  sanctions  against  South 
Africa  are  clear  indications  of  resistance  to  social 
pressure.   In  the  statistical  analysis,  the  most  significant 
relationship  across  the  board  was  the  difference  between 
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public  and  private  firms.   Yet  there  is  no  difference 
between  private  and  public  firms  and  the  advancement  of 
women  and  minorities . 

The  other  variable  relating  to  women  and  minorities  was 
contracting  to  minority-owned  firms.   Private  firms  rated 
this  as  less  important  than  public  firms.   Although  the 
difference  is  not  great,  it  is  noteworthy.   Table  6:3  shows 
how  ownership  associated  with  the  contracting  to  minority 
owned  firms. 


TABLE  6:3 
Ownership  by  Contracting  to  Minority  Firms 

N=59 


Least 
important 

Important 

to  most 
important 

Totals 

Public 

8 

12 

20 

Private 

22 

17 

39 

Totals 

30 

29 

59 

Chi-Square 
Prob  > 


1.424 
.232 


The  reasons  for  the  difference  may  have  to  do  more  with 
compliance  with  the  terms  of  federal  contracts  than  with  any 
other  variable.   If  that  is  the  case,  it  would  have  to  be 
shown  in  each  case  whether  the  company  had  federal  con- 
tracts . 

I  suspected  that  it  might  be  the  case  that  publicly 
held  companies  are  more  likely  to  support  the  arts  than 
privately  owned  corporations.   However,  there  was  no 
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difference  between  private  and  public  firms  and  support  of 
the  arts . 

Part  III.  Internal  Codes  and  Activities 

The  crucial  area  of  this  investigation  was,  of  course, 
to  assess  the  relationship  between  the  independent  and 
dependent  variables.   Before  moving  into  that  analysis, 
distributions  of  the  key  variables  are  presented  below. 
Ethics  and  Employee  Assistance  Programs  are  two  measures  of 
internal  response  to  outside  pressure.   Monetary  contribu- 
tions was  an  indicator  of  discretionary  giving.   Contribu- 
tions of  time  and  assets  are  also  discretionary.   According 
to  my  hypothesis,  these  contributions  depended  on  the  values 
of  the  executives  who  decided  to  make  the  contributions.   I 
also  suspect,  however,  that  the  decision  to  have  an  ethics 
code,  ethics  training,  and  ethics  officer  was  as  much 
influenced  by  executive  values  as  any  other  issue. 

According  to  the  survey,  59.3%  of  the  respondents,  35 
of  59,  reported  having  a  written,  formal  code  of  ethics; 
40.7%,  24  of  59,  said  that  they  do  not.   In  response  to  the 
question,  why  or .why  not  do  you  have  a  code,  there  were  very 
few  responses .   The  common  thought  in  those  that  responded 
to  why  they  do  have  a  code  of  ethics  was  that  the  code  had 
been  helpful  in  setting  company  philosophy  and  standards  for 
behavior.   Two  executives  stated  strongly  that  a  code  of 
ethics  and  adherence  to  it  was  absolutely  necessary  for 
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their  business  success.   One  of  the  strongest  proponents  of 
this  view  was  an  executive  from  a  construction  firm. 

The  most  common  response  from  those  who  do  not  have  a 
code  of  ethics  was  that  they  do  not  need  one.   One  executive 
from  an  agricultural  company  made  the  point  rather  empha- 
tically, writing  in  very  bold  strokes,  "Because  I  DO  NOT 
NEED  onell"   Only  a  few  others  stated  that  they  do  not  need 
a  code  because  their  professional  association  has  one  that 
they  adhere  to.   The  legal  firms  voiced  this  opinion. 

Twenty-eight  of  the  35  firms  with  codes  of  ethics  or 
conduct  distribute  the  codes  to  all  employees,  and  26  of 
those  codes  contained  compliance  procedures.   Most  notably, 
26  said  that  disciplinary  action  had,  indeed,  been  taken  for 
violations  of  the  codes,  and  30  of  the  35  reported  that 
codes  were  effective. 

The  survey  asked  about  compliance  procedures  and  dis- 
ciplinary action  because  the  elaboration  of  a  corporate  code 
of  ethics  can  be  a  public  relations  ploy  or  a  marketing 
tool.   The  fact  that  there  is  a  code  does  not  imply  adher- 
ence, nor  can  it  imply  that  actual  behavior  of  individuals 
in  the  organization  is  changed  or  affected  because  of  the 
standards  published  in  the  code.   Therefore,  it  seemed 
important  to  ascertain  the  mechanisms  behind  the  written 
word.   The  survey  asked  about  compliance  and  discipline. 
All  things  being  equal,  if  there  had  been  disciplinary 
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action  taken  for  violations  of  a  code,  then,  at  least,  a 
code  was  more  than  veneer. 

Only  six  firms  in  the  survey  have  ethics  committees. 
Of  these  committees,  one  functioned  at  the  level  of  the 
board  of  directors.    Three  are  composed  of  officers  of  the 
company.    The  others  have  a  different  arrangement  for  the 
ethics  committee.   One,  for  example,  was  an  industry  com- 
mittee that  had  strict  oversight  responsibility  for  all  of 
the  organizations  in  that  industry,  professional  sports. 
One  other  CEO  stated  that  he  was  the  ethics  officer  and 
ethics  committee. 

Only  four  companies  have  an  ethics  officer.   But  there 
is  no  separate  budget  for  the  ethics  officer.   Forty-one  of 
the  59  companies  have  no  ethics  training.   Seventeen  com- 
panies do  have  ethics  training  for  employees  and  most  of 
these  provided  this  training  during  the  training  period  of 
new  employees .   Only  a  few  CEOs  coiranented  that  there  was 
ongoing  ethics  training  as  part  of  the  company's  commitment 
to  the  ongoing  training  of  all  employees,  including  manage- 
ment. 

It  was  difficult  to  compare  these  numbers  to  national 
statistics  because  national  data  are  based  on  responses  to 
surveys .    According  to  the  Conference  Board ' s  surveys 
(1992)  the  elaboration  of  codes  of  ethics  and  the  placement 
of  ethics  officers  seemed  to  be  a  growing  trend  especially 
in  the  larger  corporations.   Therefore,  I  wanted  to  see  how 
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the  elaboration  of  codes  related  to  company  size  and 
ownership.   Table  6:4  tabulates  the  presence  of  written 
codes  of  ethics  by  nature  of  ownership  and  shows  a  very 
significant  correlation.   Public  firms  are  more  likely  than 
private  firms  to  have  a  written,  formal  code  of  ethics. 


Codes 

Table  6:4 
of  Ethics  by  Ownership 
N=59 

Public 

Private 

Totals 

No  code 

2 

22 

24 

Code 

18 

17 

35 

Totals 

20 

39 

59 

Chi  square  =  9.955 
P  >          0.0016 

There  seems  to  be  a  significant  difference  between  the 
presence  of  a  code  of  ethics  and  ownership.   Publicly  held 
firms  in  the  survey  have  a  higher  incidence  of  ethics  codes. 
Fifty-six  percent  of  the  privately  held  firms  do  not  have  a 
code  of  ethics,  and  only  10%  of  the  public  firms  do  not. 

Whether  or  not  ownership  was  the  key  association  needs 
further  verification.   Company  size  was  an  important  deter- 
minant of  health  and  other  benefits .   So  checking  for  the 
presence  of  codes  by  company  size  was  important.   Table  6:5 
shows  the  presence  of  codes  by  size  as  measured  by  number  of 
employees . 


267 


Table  6:5 
Codes  of  Ethics  by  Number  of  Employees 

N=59 


1  -  500 

500  and  more 

No  code 

19 

5 

Code 

11 

24 

Chi  square  =  12.98 
P   >          0.00031 

Of  the  35  companies  that  do  have  a  code,  20  have  1,000 
or  more  employees.   Of  the  24  companies  that  do  not  have  a 
code,  19  have  less  than  500  employees.   Although  the  Chi- 
Square  might  not  be  an  adequate  test,  there  is  something  to 
go  on  here.   It  might  be  the  case  that  the  larger  the 
company,  the  more  likely  the  presence  of  a  code,  especially 
if  that  company  is  a  publicly  held  firm. 

The  only  significant  association  between  company  size, 
ownership  and  ethics  codes  was  that  private  firms  tended  to 
be  smaller,  and  the  smaller  the  company  the  less  likely  to 
have  a  code  of  ethics .  Table  6 : 6  demonstrates  the  relation 
between  size  and  codes  when  controlling  for  privately  owned 
firms.   Most  public  firms  are  larger  and  have  ethics  codes. 


Table  6:6 
Private  Firms :  Codes  of  Ethics  by  Size 

N=39 


Size 

Codes 

No  Codes 

Totals 

1  -  500 

9 

18 

27 

501  and  larger 

8 

4 

12 

Totals 

17 

22 

39 

Chi-square  =  3.754 1  d. f 
Prob.  =      0.05268 
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The  Employee  Assistance  Program  was  the  other  measure 
of  internal  response  to  external  pressure.   Thirty- two  of 
the  59  firms  have  Employee  Assistance  Programs.   Twenty-six 
firms  do  not.   One  CEO  commented  that  he  had  never  heard  of 
this .   Table  6 : 7  examines  the  presence  of  an  Employee 
Assistance  Program  by  ownership.   Publicly  held  firms  are 
more  likely  to  have  these  programs  than  privately  held 
firms . 


Table  6:7 

EAP  By  Ownership 

N=58 


Public 

Private 

Totals 

NO  EAP 

4 

22 

26 

YES  EAP 

16 

16 

32 

Totals 

20 

38 

58 

Chi  square  =  6.153 
Prob.      >   0.013 


One  of  the  most  significant  differences  with  the 
Employee  Assistance  Programs  was  with  company  size  measured 
by  number  of  employees.   The  larger  the  firms,  the  more 
likely  the  company  had  an  EAP  in  place.   Table  6:8  shows  the 
distribution. 


Table  6:8 

EAP  by  Number  of  Employees 

N=58 


1  -  500 

500  and 
more 

Totals 

NO  EAP 

22 

4 

26 

YES  EAP 

8 

24 

32 

Totals 

30 

28 

58 

Chi  square  =  18.10 
Prob.  >       0.00002 
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With  the  Employee  Assistance  Program,  there  was  greater 
significance  between  size  and  ownership.   Most  public  firms 
have  an  EAP.   In  contrast,  the  smaller  the  private  firm,  the 
less  likely  the  presence  of  an  EAP.    Table  6:9  demonstrates 
this.   There  was  no  significant  difference  in  public  firms. 


Table  6:9 

Private  Firms:  EAP  By  Size 

N=38 


Size 

EAP 

NO  EAP 

Totals 

1-500 

8 

19 

17 

500  and  more 

8 

3 

11 

1    Totals 

16 

22 

38 

Chi-square 
Prob. 


5.955 1  d.f, 
0.01467 


The  presence  of  an  EAP  was  important  to  this  research. 
More  significant  than  the  mere  presence  was  why  they  have 
them  and  what  the  CEO  thought  about  them.   The  survey  asked 
if  the  CEO  agreed  with  the  three  claims  made  by  EAP  pro- 
viders.  Then  it  asked  two  questions  with  opposing  values. 
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Do  you  have  EAP  because  it  is  cost-effective?   Or  would  you 
have  an  EAP  regardless  of  cost-effectiveness .   Ben  and 
Jerry's  former  Human  Resource  Director  claimed  that  the 
value  of  helping  people  is  enough  motivation  to  have  an  EAP, 
regardless  of  cost-effectiveness. 

The  survey  asked  if  they  agreed  or  disagreed  that  the 
EAP  boosts  employee  loyalty  and  dedication,  positively 
impacts  productivity,  and  was  a  cost-effective  means  to 
increase  productivity,  loyalty  and  dedication.   Respondents 
were  then  asked  if  the  primary  value  to  the  company  of  the 
EAP  was  its  cost-effectiveness.   Finally,  would  the  company 
retain  the  EAP  regardless  of  its  cost-effectiveness.   These 
are  the  results  on  a  scale  of  5  to  1,  five  being  highest 
agreement,  one  lowest  agreement,  and  the  number  of 
responses .   The  response  was  not  overwhelmingly  in  favor  or 
in  agreement  with  the  benefits  of  the  EAP. 


AGREE 
5 

4 

TO 
3 

DISAGREE 
2     1 

7 

10 

15 

6 

4 

20 

1     1 

4 

9 

19 

3 

12 

15 

2 

8 

13 

6 

3    2 
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QUESTION 

Loyalty  and  dedication: 
Productivity : 
Cost-effective  means: 
Cost-effectiveness  primary: 
Cost-effectiveness  not  primary: 

These  figures  suggest  that  there  is  general  agreement 
that  the  EAP  is  a  cost-effective  means  of  boosting  employee 
dedication  and  loyalty,  and  productivity.   There  is  not 
agreement  on  the  value  of  the  program,  at  least  in  terms  of 
opposing  the  vales  of  cost-effectiveness  with  a  helping  or 
hiimanistic  motive.   The  answer  suggests  that  something  other 
than  cost-effectiveness  might  be  equally  important  as  cost- 
effectiveness.   The  survey  question  deliberately  avoided 
asking  whether  the  primary  value  of  the  EAP  is  that  it  helps 
people.   The  question  left  that  open,  stating  instead  that 
the  company  would  retain  the  program  regardless  of  its  cost- 
effectiveness  . 

The  strong  response  of  a  middle  rating,  neither  in 
agreement  nor  in  disagreement,  might  indicate  ambivalence  on 
the  part  of  executives .   It  might  mean  that  the  EAP  is  a 
program  that  they  believe  themselves  obliged  to  implement. 
If  so,  they  might  not  be  convinced  of  its  merits  to  the 
company. 
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Further,  what  motivates  a  company  to  have  an  EAP  may  be 
the  values  of  the  decision  makers.   It  might  also  be 
pressure  from  both  internal  and  external  sources.   If  that 
is  the  case,  then  civil  society  values  are  integrating  into 
the  corporation  as  it  responds  to  a  myriad  set  of  human 
needs  of  its  employees . 

A  summary  of  this  section  is  presented  in  the  following 
lists.   Table  6:10  show  the  number  of  firms  arranged  by  size 
and  ownership.   The  following  lists  shows  the  number  of  the 
internal  policies  and  activities. 


Table  6:10 
Size  by  Ownership 


Size 

Public 

Private 

Totals 

1-500 

3 

27(60%) 

30 

501  -  1,000 

2 

2 

4 

1,001  and  more 

15  (75%) 

10 

25 

1         Totals 

20 

39 

59 

INTERNAL  PROGRAMS: 

Code  of  Ethics: 

Ethics  Officer: 

Ethics  Committee: 

Employee  Assistance  Programs: 


YES 


NO 


NOTE: 


Public  firms 
Private  firms 


35 

24 

4 

55 

6 

53 

32 

26 

%  with  Code 

% 

with  EAP 

90% 

80% 

43% 

41% 
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Part  IV.  Role  of  Company  in  Community 

The  ways  that  a  company  becomes  involved  in  the 
community  encompasses  monetary  contributions  and  commitments 
of  time  and  assets.   The  survey  was  used  to  investigate 
levels  of  commitment  in  both  areas  and  to  ask  about  how  the 
senior  corporate  executives  value  activity  in  the  social 
arena . 

First,  consider  corporate  giving.   As  stated  earlier, 
according  to  IRS  data,  the  national  average  for  corporate 
giving  to  philanthropy  is  1.79%  of  pre-tax  income.   This 
figure  represents  companies  of  all  sizes  in  all  industries. 

The  level  of  giving  of  the  members  of  the  Council  of 
100  is  consistent  with  national  averages.   Of  the  50 
responses  to  this  question,  54%  of  the  firms  give  1.5%  or 
less  of  pre-tax  earnings,  and  46%  have  a  level  of  giving 
higher  than  1.5%  of  pre-tax  income.   Five  firms  reported 
that  their  level  of  giving  is  greater  than  7%.   Table  6:11 
illustrates  the  data.   Several  of  the  highest  contributors 
were  legal  firms . 
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Table  6:11 
Monetary  Contributions  as  Percentage  of  Pre-Tax  Income 


Pre-Tax  Giving 

Number  of 
Responses 

Less  1% 

13 

1%  to  1.5% 

14 

1.6%  to  2.5% 

9 

2.6%  to  5% 

7 

5.1%  to  7% 

2 

More  than  7% 

5 

A  company's  commitment  to  its  community  takes  the  form 
of  donations  of  time  and  assets  as  well  as  the  form  of 
monetary  donations .   The  level  that  employees  and  managers 
are  permitted  or  encouraged  to  be  involved  in  community 
activities  is  an  important  measure  of  this  quality.   The 
survey  instrument  attempted  to  assess  the  mechanisms  and 
levels  of  seriousness  of  this  commitment.   There  was 
overwhelming  support  for  the  idea  that  CEOs '  time  and 
experience  are  important  for  civic  and  non-profit  organi- 
zations .   There  is  also  overwhelming  agreement  that  managers 
and  employees  are  encouraged  to  get  involved. 

Again,  survey  items  inquired  about  mechanisms  and 
processes.   In  other  words,  not  only  whether  managers  are 
encouraged  to  volunteer  time,  but  whether  they  are  permitted 
to  do  so  on  company  time.   Is  community  involvement  consi- 
dered in  performance  evaluations  that  affect  promotions? 
Are  employees  rewarded  by  the  company  for  their  volunteer 
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efforts?  These  questions  approach  the  level  of  seriousness 
about  this  issue. 

Managers  are  overwhelming  encouraged  to  be  active  in 
their  communities.   Fifty-seven  of  the  59  executives 
responded  yes  to  this  question;  only  2  said  no.   On  whether 
managers  are  rewarded  for  their  community  service,  30  of  the 
59  said  yes,  28  said  no.   Thirty- five  executives  said  com- 
munity involvement  is  considered  in  the  performance  evalu- 
ation of  the  managers.   In  an  interview  with  a  leading  CEO 
in  Florida  before  the  survey  instrument  was  composed,  the 
executive  openly  discussed  his  views  on  community  involve- 
ment.  In  the  course  of  his  exposition,  and  without  any 
coaching  from  me,  he  claimed  to  have  personally  stopped  the 
promotion  of  a  district  manager  on  the  grounds  that  the 
individual  was  not  active  at  all  in  the  local  community.   It 
seemed  noteworthy  and  something  that  should  be  asked  on  the 
survey.   There  was  overwhelming  agreement,  56  out  of  59, 
that  managers  and  employees  can  and  do  volunteer  on  company 
time. 

Whether  or  not  managers  and  employees  are  rewarded  by 
the  company  for  community  activism  is  another  matter.   There 
was  almost  a  50-50  split  on  this  question.   Many  of  the 
companies  that  do  reward  employees  inserted  what  the  rewards 
are  into  their  responses.   These  are  listed  in  Appendix  I. 
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A  c[uick  glance  at  how  the  companies  rated  in  the  areas 
of  external  commitment  in  terms  of  employee  volunteerism  is 
provided  in  the  following  list. 


COMMUNITY  SERVICE  OF  MANAGERS  AND  EMPLOYEES: 


Are  managers  encouraged  to  volunteer: 
Are  managers  rewarded  for  volunteering: 
Is  community  service  an  item  in  the 
performance  evaluation  of  managers : 
Are  employees  rewarded  for  volunteering: 


YES 
57 

NO 
2 

30 

28 

35 

24 

27 

30 

The  only  significant  correlations  between  these 
variables  and  the  independent  variables  were,  again,  between 
the  rewarding  of  managers  and  the  nature  of  ownership. 
Table  6:12  demonstrates  that  significance.   While  not 
strong,  it  is  worth  noting.   Once  again,  public  firms  are 
more  likely  to  pursue  this  policy.   The  only  other 
correlation  worthy  of  mention  is  the  difference  between 
public  and  private  firms  in  matching  the  charitable 
contributions  of  employees.   Again,  public  fimns  are  more 
likely  to  do,  as  shown  in  Table  6:13. 


Table  6:12 

Ownership  by  Rewarding  Managers 

N=58 


Yes 

No 

Total 

Public 

14 

6 

20 

Private 

16 

22 

38 

Totals 

30 

28 

58 

Chi-sg 

uare  =  K 

L065  1 

d.f. 

Prob.= 


0.04331 
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Table  6:13 
Ovmership  By  Matching  Contributions 

N=59 


Yes 

No 

Totals   1 

Public 

9 

11 

20 

Private 

8 

31 

39 

Totals 

17 

42 

59 

Chi-square 
Prob . = 


3.865  1  d.£ 
0.04931 


Twenty  percent  of  private  firms  match  the  charitable 
contributions  of  employees  while  45%  of  public  firms  do. 
The  question  of  motive  is  a  critical  question.   Does  a 
company  do  things  in  the  community  because  that  activity 
ultimately  either  enhances  sales,  profits,  or  image?  Or 
will  a  company  do  things  in  the  community  because  society's 
needs  should  be  met,  regardless  of  returns  to  a  company? 
The  survey  included  a  series  of  questions  designed  to 
illicit  responses  to  these  possibly  conflicting  values.   The 
following  tcibles  show  the  responses  to  the  six  questions. 
Likert  categories  are  collapsed  for  analysis.   Those  that 
answered  5  or  4  are  grouped  as  agreement.   Those  that 
answered  1  or  2  are  grouped  as  disagreement.   The  middle 
category  3  is  considered  neutral. 

The  first  question;  Business  needs  to  become  more 
involved  in  society. 

More  involved   Frequency   Percent 


Disagree 

Neutral 
Agree 


2 
5 

53 


3.3 

8.3 

88.3 
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Second:  A  business  leader's  participation  on  boards  of 
civic  and  non-profit  organizations  leads  to  more  successful 
community  growth. 

Community  growth   Frequency   Percent 


Disagree         1  1.7 

Neutral       21         35.0 

Agree  38         63.3 


The  third  question  directly  addresses  values  and 
motives:  Monetary  contributions  and  commitments  of  time  and 
assets  in  community  service  are  important  because  they 
ultimately  come  back  to  the  company  in  either  enhanced 
profits  or  enhanced  image  in  the  community. 

Enhances  company   Frequency   Percent 


Disagree  3       5.0 

Neutral       16      26.7 

Agree  41      68.3 


The  fourth  question:   Monetary  contributions  and 
commitments  of  time  and  assets  in  community  service  are 
important  because  they  are  needed  by  the  organizations  and 
the  people  they  serve,  regardless  of  returns  to  the  company. 

Meets  needs   Frequency   Percent 


Disagree        4        6.7 

Neutral     6       10.0 

Agree  50       83.3 
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Fifth:  A  positive  community  image  helps  in  recmiiting. 

Recruiting   Frequency   Percent 


Disagree 

1 

Neutral 

8 

Agree 

51 

1.7 
13.3 
85.0 


Finally,  how  executives  feel  about  society's  rights  vis 
a  vis  business  is  an  important  feature.   This  is  so  because 
societies  legitimize  their  institutions.   One  of  the  very 
foundational  issues  at  stake  in  civil  society  is  the  legi- 
timacy of  limitations  on  the  total  freedom  of  corporations 
to  pursue  its  own  interests  with  no  thought  to  the  effects 
its  self-interested  action  has  on  the  society  as  a  whole. 
Equally  contentious  is  the  limits  of  society  and  its  demands 
and  infringements  on  corporations.   In  other  words,  the 
freedom  and  the  rights  of  both  are  at  play.   Therefore,  the 
survey  investigated  the  executive's  perception  on  society's 
limits  and  corporate  freedom. 

The  sixth  question:  Society  has  a  right  to  require  that 
business  assume  responsibility  for  solving  social  problems 
and  curing  social  ills. 

Society's  right   Frequency   Percent 


Disagree 

30 

Neutral 

14 

Agree 

16 

50.0 
23.3 
26.7 


These  responses  are  very  interesting  indeed  1   Consi- 
dering the  middle  Likert  category  as  neutral,  then  70%  of 
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the  respondents  disagree  with  the  statement.   Only  27% 
agree.   Of  all  the  six  questions  asked  regarding  a  firm's 
community  involvement,  this  is  the  first  strong  opposition 
to  social  responsibility.   There  was  stronger  agreement  that 
commitments  of  assets  to  the  community  are  important  because 
they  meet  real  social  need  than  the  agreement  that  this 
activity  is  important  because  it  enhances  the  company.   But 
there  seems  to  be  little  opposition  between  the  two.    There 
is  basic  agreement  with  both  premises. 

The  conclusions  that  I  draw  from  this  is  that  there  is 
a  clear  demarcation  between  the  first  five  questions  and  the 
sixth.   Therefore,  a  boundary  exists  in  which  activity  that 
is  internal  to  the  corporate  sphere  and  within  the  control 
and  authority  is  one  pole.   Executives  feel  more  comfortable 
engaging  society  on  their  own  terms.   However,  there  is 
resistance  to  society's  right  to  place  demands  on  them.   The 
executives  at  HTI,  especially  Mr.  Charles,  addressed  this 
point.   When  businesses  use  their  resources  for  positive 
change,  "to  make  a  better  society"  in  his  words,  "that  is  a 
win-win  for  everyone."   If  the  executives  in  the  survey 
would  agree  with  Charles'  assessment,  then  they  would  want 
the  win-win  to  be  established  on  their  terms. 

Even  as  such  strong  opposition  was  expressed  to 
society's  right  to  place  demands  on  corporations,  several 
CEOs  wrote  that  business  leaders  should  want  to  get 
involved,  even  increase  the  level  of  actual  involvement.   It 
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is  important  to  recognize  the  chief  officer  of  a  Florida 

legal  firm  who  had  the  most  to  say  about  social 

responsibility.   His  comments  filled  the  back  page  of  his 

suirvey  and  are  reported  here  verbatim. 

My  fiirm  has  a  full  time  (graduate  degree)  person 
to  serve  as  director  of  community  and  government 
affairs.   One  of  the  responsibilities  of  the 
position  is  to  help  our  lawyers  and  employees  to 
be  involved  in  community  service  which  is  strongly 
emphasized  by  management  by  example  and  sugges- 
tion.  Service  organizations  owe  meaningful 
involvement  in  community  affairs  to  contribute  to 
a  better  quality  of  life.   It  also  helps  business 
development  which  should  be  secondary  but  is 
nevertheless  true. 

To  me,  corporate  social  responsibility  is 
neglected  by  most  businesses  unless  serving  to 
enhance  the  bottom  line.   It  is  critically 
important — especially  for  business  in  the  service 
industry  such  as  a  law  firm.   Business  involvement 
in  community  activities  is  often  selective  and 
fails  to  reach  areas  where  it  is  needed  the  most. 

My  impression  is  that  corporate  social  responsi- 
bility has  a  long  way  to  go.   I  know  it  is  dif- 
ficult in  the  legal  profession.   Please  guard 
against  conclusions  based  on  the  larger  successful 
companies  that  have  developed  outstanding  programs 
with  CEOs  that  know  how  to  respond — and  remember 
the  multitude  of  small  businesses  throughout 
Florida  (retail /manufacturing/ service)  who  have  no 
concept  of  corporate  social  responsibility.   My 
impression  is  that  the  vast  majority  of  Florida 
businesses  are  not  involved  in  and  are  not 
interested  in  community  affairs.   I  will  be 
interested  in  reading  the  report  and  hope  that  I 
am  disabused  of  this  impression. 


One  of  the  issues  raised  by  these  comments  is  how 
companies  actually  do  involve  themselves  in  community 
affairs.   Mr.  Charles  of  HTI  talked  about  creating  "win-win" 
situations.   But  there  is  a  sense  that  contributions  of 
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money  and  assets  are  done  more  out  of  sense  of  obligation  to 
contribute  than  out  of  a  well  thought  out  response  to 
effectively  addressing  social  ills. 

For  example,  before  sending  out  the  survey  I 
interviewed  three  influential  Florida  executives .   One  of 
them  is  the  president  of  one  of  the  state's  largest  banks 
and  bank  holding  companies.   Toward  the  end  of  our  discus- 
sion I  raised  the  issue  of  the  effectiveness  of  the  bank's 
community  efforts,  including  the  long-term  effectiveness  of 
the  investments  it  makes  in  the  community,  investments 
required  by  law.   The  president  admitted  that  more  creative 
thinking  needs  to  go  into  their  outreach  efforts  in  order  to 
assure  a  more  effective  use  of  the  monies  for  the  communi- 
ties as  well  as  to  establish  situations  where  the  bank  would 
also  benefit,  even  if  in  the  long  term. 

In  sum,  there  is  a  concern  expressed  by  some  executives 
that  businesses  in  Florida  are  not  doing  enough.   The 
results  to  this  survey  would  tend  to  support  that,  at  least 
considering  internal  policies.   The  discrepancy  between  the 
unanimous  opinion  that  the  observance  of  sound  ethical 
standards  is  a  highly  important  part  of  social  responsi- 
bility and  the  presence  of  codes  of  ethics  is  an  interesting 
and  important  datum. 

The  statistical  relevance  shown  in  the  difference 
between  private  and  public  firms  is  most  important.   Public 
firms  are  more  likely  to  be  influenced  by  public  pressure 
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and  public  interest  in  the  internal  organization  of  their 
companies.   If  that  is  the  case,  then  the  underlying  hypo- 
thesis of  this  research  needs  to  be  modified.   It  is  not  the 
values  of  corporate  leaders  that  shapes  company  policy,  but 
the  values  of  society  that  pressure  and  forge  organizational 
change.   And  if  that  is  the  case,  then  the  research  is  back 
where  it  began.   Namely,  an  assertion  and  affirmation  that 
our  socio-political  system  that  permitted  the  rise  of  the 
great  business  enterprises  in  the  language  of  rights  and 
individualism  is  a  dynamic  system.   The  society  that 
generates  those  values  is  claiming  its  own  rights  in  the 
face  of  these  imposing  business  organizations. 

But  what  of  the  values  of  corporate  leaders?  Only 
three  areas  of  life  events  that  have  shaped  values  and 
perceptions  of  values  showed  variance  in  frequency  distri- 
bution.  These  are:  neighborliness,  religion,  and  family 
business  tradition.   What  is  left  for  analysis  is  how  these 
three  variables  relate  to  the  significant  areas  discussed. 

I  cross-tabulated  the  three  value  areas,  religion, 
neighborliness,  and  family  business  tradition  with  the 
presence  of  codes  of  ethics,  advancement  of  women  and 
minorities,  and  the  contracting  to  minority  owned  firms. 
The  influence  of  religion  on  those  three  areas  was  not 
significant  at  all.   Neither  was  the  variable  of  neighbor- 
liness.  Although  I  find  it  important  to  note  that  24 
executives  responded  that  religion  has  not  shaped  their 
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values  but  their  firms  do  have  a  code  of  ethics.   If  that 
kind  of  figure  were  shown  to  be  consistent  nationally,  then 
other  forces  at  indeed  at  work  in  influencing  the  elabora- 
tion of  codes  of  ethics  in  business  enterprises. 

There  is,  on  the  other  hand,  an  important  difference  in 
the  responses  between  feunily  business  tradition  and  the 
presence  of  the  code  of  ethics.   Indeed,  there  is  signi- 
ficant finding  as  Table  6:14  demonstrates.   An  executive 
with  NO  family  business  tradition  is  more  likely  to  have  a 
code  of  ethics  in  his  firm  than  those  executives  that  have  a 
family  business  tradition.   The  numbers  of  executives  from  a 
family  business  tradition,  however,  are  distributed  almost 
evenly  between  public  and  non-public  firms . 


Table  6:14 
Business  Tradition  by  Codes  of  Ethics 

N=59 


Code 

No  Code 

Totals 

Tradition 

7 

19 

26 

No  Tradition 

17 

16 

33 

Totals 

24 

35 

59 

Chi  square  =  3.645 
P   >  .056 


When  the  variables  of  religion,  neighborliness,  and 
fcimily  business  tradition  were  associated  to  the  advancement 
of  women  and  minorities  and  the  contracting  to  minority 
owned,  the  distribution  was  even  across  the  board  with  no 
significant  correlation.   Again,  other  forces  or  factors  are 
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clearly  at  play,  including  personal  psychological  factors 
that  have  not  been  part  of  this  research. 

Conclusions 

There  are  five  very  significant  results  from  this 
survey.   The  first  is  the  groupings  of  variables  associated 
with  a  definition  of  corporate  social  responsibility.   This 
is  an  important,  bottom-line  data  base  of  varieibles  asso- 
ciated with  social  responsibility  and  has  implications  which 
I  discuss  below.    The  second  finding  is  the  cibsence  of 
codes  of  ethics  in  so  many  corporations  that  are  headed  by 
some  of  Florida's  most  respected  business  leaders.   The 
third  is  the  lack  of  significant  association  between  all  the 
variables  of  life  events  and  personal  values  with  the 
variables  of  social  responsibility  and  ethics.   In  the  case 
study,  as  well  as  the  pilot  study,  nearly  all  the  executives 
described  some  formative  life  experience.   The  fourth 
significant  area,  and  perhaps  the  most  important  one  for  the 
purposes  of  this  research,  is  the  inability  to  establish  a 
clear  profit  motive  for  the  activities  of  these  firms ' 
overall  relation  to  society. 

However,  these  last  two  findings  make  sense  in  the 
context  of  the  fifth  and  most  important  finding.   There  is  a 
clear  delineation  of  boundaries  of  responsibility,  domains 
of  authority.   This  affirmation  by  the  executives  might 
explain  the  absence  of  clear  profit  motive  for  the  firms' 


286 
overall  relation  to  society.   It  might  also  explain  the  low 
level  of  influence  of  personal  values  in  shaping  these 
policies.   Outside  pressures  might  be  influencing  corporate 
policy  more  than  the  personal  values  of  leadership.   Yet, 
executives  want  to  respond  on  their  own  terms . 

A  high  number  of  Florida  companies  do  not  have  codes  of 
ethics.   As  codes  become  more  apparent  in  corporate  organi- 
zations nationally,  the  rationale  for  adopting  them  will 
become  clarified  and  refined.   However,  for  this  group  of 
Florida  executives,  the  most  significant  association  is 
between  codes  of  ethics  and  public  and  private  kinds  of 
firms.   Even  company  size  in  terms  of  revenues  is  not  an 
adequate  predictor  of  the  presence  of  codes  of  ethics. 
Company  size  measured  by  number  of  employees  might  be  such 
an  indicator.   Two  executives  coiranented  in  the  survey  that 
this  was  new  to  them  (as  well  as  the  EAP)  and  as  a  result  of 
the  survey  they  said  they  would  have  to  investigate  these 
issues . 

In  the  case  studies  and  in  the  pilot  study,  significant 
life  events  were  seen  to  be  important  for  shaping  the  values 
and  vision  of  responsibility  of  the  executives.   In  the 
survey,  no  significant  association  between  significant  life 
events  and  the  dependent  variables  could  be  established. 
Although,  the  distribution  of  some  of  those  variables  might 
indicate  a  relationship.   Most  interesting  is  the  relation 
between  those  who  reported  that  religion  was  NOT  a  factor  in 
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value  formation  and  those  that  said  they  were  NOT  raised 
with  a  sense  of  neighborliness.   The  strong  relation  of 
these  responses  with  the  presence  of  codes  of  ethics  are 
provocative.   Again,  other  forces  are  shaping  organizational 
response. 

Finally,  survey  questions  dealing  with  profit  motive 
versus  other  motives  did  not  establish  that  self-interest  is 
sufficient  to  explain  the  value  of  commitments  of  time  and 
assets  on  behalf  of  the  community.   There  is  an  expressed 
concern  for  making  society  better  for  the  sake  of  making 
society  better.   From  the  case  studies,  especially  as 
articulated  by  executives  of  HTI,  there  is  a  sense  that 
making  society  better  establishes  a  win-win  situation  for 
everyone.   I  suspect  from  my  qualitative  discussions  with 
CEOs  that  the  impulse  of  enlightened  self-interest,  the 
desire  to  establish  win-win  situations,  might  best  explain 
corporate  activity  in  social  responsibility. 

It  seems  that  in  all  matters  of  corporate  activity, 
executives  want  to  have  the  freedom  to  operate.   They  do  not 
want  society  to  tell  them  what  to  do,  even  though  our  social 
system  is  designed  to  influence  them. 

Finally,  when  it  comes  to  proactive,  or  discretionary 
activity  on  behalf  of  society  there  is  a  serious  question 
raised  by  one  of  the  respondents  to  the  survey.   Namely,  is 
there  enough  thought  put  into  this  area  or  is  the  activity 
done  on  a  kind  of  shot  gun  approach  with  monies  dispersed 
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over  a  wide  range  that,  as  a  whole,  would  be  less  effective 
than  concentrated  efforts  geared  toward  specific  problems. 

Again,  my  impression  is  that  corporate  executives  would 
be  willing  to  redirect  effort  in  concentrated  ways  if  it 
could  be  shown  that  their  efforts  and  expenditures  would  not 
only  be  more  effective  in  society  but  also  have  direct 
and/or  indirect  benefits  to  the  company.   They  want  their 
domain  of  responsibility  and  activity  to  be  protected. 
Indeed,  informal  discussions  that  I  have  had  with  many 
executives  on  this  issue  bear  that  out. 


CONCLUSION 

This  research  began  with  a  presentation  of  an 
evolutionary  epistemology  that  attempts  to  explain  the 
development  and  growth  of  social  institutions  within  the 
context  of  culture.   It  examined  the  resources,  processes, 
and  information  made  available  for  the  specific  evolutionary 
path  of  the  corporation  in  America.   One  set  of  processes 
that  shaped  the  development  of  the  corporation  comprises  a 
range  of  social  forces,  including  cultural  and  social  values 
that  are  sometimes  codified  in  law. 

Then  I  presented  the  organizational  responses  to 
society.   I  showed  how  corporate  social  responsibility  has 
been  thought  of  and  acted  on  since  the  rise  of  the  great 
corporations .   I  discussed  some  of  the  legal  problems  that 
prohibited  corporate  donations  to  charity.   More  current 
research  on  the  topic  has  uncovered  distinct  areas  of 
inquiry:  ethics,  models  of  responsibility,  and  a  body  of 
quantified  research  on  variables  made  available  in  annual 
reports  and  audits.   Most  of  this  literature  focused  on 
profit  maximization.   It  assumed  that  social  responsibility 
entailed  voluntary  restraint  of  profit.   The  literature  did 
not  take  into  account  features  of  organizational  culture  nor 
variables  associated  with  leadership. 

289 


290 
My  research  hypothesis  is  that  the  values  of  corporate 
executives  determines  corporate  social  responsibility. 
Corporations  will  act  in  socially-responsible  ways  because 
their  executives  value  it.   To  test  this,  the  research 
speculates  that  there  are  three  possible  avenues  of  evolu- 
tionary development  of  the  corporation  in  the  America.   The 
course  that  the  evolutionary  trajectory  takes  depends  in 
large  part  of  the  interplay  of  values  in  our  society  and  the 
integration  of  values  across  organizational  lines.   Values 
are  forces  in  socio-cultural  evolution.   The  evolution  of 
business  corporations  was  shaped  by  them.   Indeed,  values 
can  be  seen  as  organizing  principles  for  social  insti- 
tutions . 

The  concept  of  corporate  social  responsibility  is  the 
nexus  for  understanding  the  evolutionary  growth  of  corpor- 
ations.  It  is  where  values  conflict.   The  research  was 
designed  to  assess  the  presence  and  strength  of  value 
orientations .   Either  a  humanitarian  ethic  demonstrated  in 
the  concern  for  others  or  the  self-maximizing  ethic  of 
economic  rationality  will  point  to  the  future  direction  of 
corporate  development. 

This  research  postulated,  then,  three  possible  avenues 
of  evolutionary  development  of  the  corporation  in  America. 
These  are:  the  values  of  the  market  place  will  thoroughly 
integrate  across  all  social  areas  and  institutions;  there  is 
a  humanization  of  the  market  underway;  and  a  balance  will  be 
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struck  and  maintained  between  business  and  society.   To  test 
these  propositions,  the  basic  behavioral  assumption  of  the 
market,  profit  maximization,  was  used  in  the  survey  and 
asked  about  in  the  case  studies . 

The  survey  did  not  prove  that  profit  maximization,  or 
self -maximizing  behavior,  is  the  motive  for  action  taken  on 
behalf  of  society.   Executives  clearly  stated  that  the 
coiranitment  of  time  and  assets  to  the  community  is  important 
because  it  meets  real  needs.   Nor  is  profit  the  sole  motive 
for  action  taken  internally,  such  as  the  Employee  Assistance 
Program.   Many  executives  are  not  sure  of  the  internal  value 
of  the  EAP.   On  the  basis  of  that  result,  the  proposition 
that  the  values  of  the  market  place  are  substituting  all 
others  and  integrating  across  organizational  lines  seems 
untenable . 

However,  neither  has  it  been  established  that  a 
humanization  of  the  market  place  is  necessarily  underway. 
Self-interest  as  defined  in  terms  of  profit  maximization  and 
the  self -enhancement  that  accrues  as  a  result  of  community 
involvement  are  other  benefits  to  the  corporation.   The 
executives  also  agreed  that  community  activity  that  benefits 
the  company  is  a  motivation  for  community  responsibility. 

The  most  significant  finding  of  the  survey  is  the 
consensus  among  the  executives  that  society  does  not  have  a 
right  to  place  demands  on  business.   The  executives  claim  a 
separate  domain  of  authority  and  want  the  organizational 
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boundary  to  be  respected.   If  they  engage  society  in  any 
way,  they  seem  willing  to  do  so  only  on  their  own  terms. 
This  can  be  inferred  from  other  responses  on  the  survey:  the 
near  general  resistance  to  fully  disclosing  audits  to  the 
public;  lack  of  agreement  on  contracting  to  minority  owned 
firms,  the  advancement  of  women  and  minorities,  and  to 
cooperating  with  international  economic  sanctions  against 
particular  countries . 

The  executives  listed  observance  of  ethical  standards 
as  the  highest  single  variable  in  their  definition  of  social 
responsibility.   There  is  a  recognition  that  good  ethics  is 
good  business.   A  large  number  do  not  have  codes.   Of  the 
ones  that  do,  all  but  one  company's  code  are  internally 
generated.   If  consistent  with  the  literature  on  corporate 
codes,  they  probably  appeal  to  internal  authority  as  their 
legitimizing  force.   This  means,  in  effect,  that  ethics 
serve  self-interest. 

These  are  significant  findings  for  civil  society. 
Business  leaders  want  the  freedom  granted  them  by  our  socio- 
political system.   What  is  striking  about  this  affirmation 
is  that  it  comes  at  a  time  when  society's  role  in  shaping 
corporate  policy  is  growing.   This  is  most  notable  in  the 
difference  in  performance  between  public  and  private  firms, 
the  second  most  significant  finding.   The  implication  for 
civil  society  is  critical. 
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Corporations  are  obliged  to  respond  to  an  array  of 
social  pressures .   Some  pressures  come  from  government  in 
the  form  of  regulation.   Government  has  not  abandoned  its 
legitimizing  function.   Other  pressures  come  from  private 
sector  groups,  including  institutional  shareholders.   Bro- 
kerage firms  are  providing  socially  responsible  portfolios. 
If  the  power  of  capital  investment  would  be  brought  univer- 
sally on  the  corporation,  then  perhaps  it  would  be  fair  to 
conclude  that  the  humanization  of  the  market  is  truly 
complete.   But  that  is  not  the  case.   The  influence  of  these 
socially  responsible  portfolios  is  negligible. 

The  intrusion  of  social  pressure  is  constant,  even  in 
the  face  of  continued  claims  of  economic  independence. 
Businesses  are  being  asked  to  and  sometimes  required  to  take 
on  more  responsibility  for  the  lives  of  employees.   Business 
sponsored  day  care,  elder  care,  medical  benefits  to  depen- 
dents are  but  a  few  of  the  pressure  areas.   Indeed,  in  the 
current  political  situation  of  the  country,  businesses  will 
soon  be  asked  to  assume  more  responsibility  for  national 
health  care. 

Nevertheless,  what  is  critical  to  civil  society  is  more 
than  the  political  negotiations  of  social  power  centers. 
What  is  inherent  in  the  notion  is  the  ability  of  society  to 
generate  ethical  norms  of  conduct  for  all  social  relations. 
Traditionally  the  private  sector  of  intimate  and  community 
relations  is  the  progenitor  of  civility  and  concern  for 
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others .   Are  the  traditional  norms  eroding  and  being 
displaced  by  the  self -maximizing  ethic  of  the  market?  Are 
all  institutions  working  toward  the  greater  pv±)lic  good? 

As  I  stated,  this  research  does  not  completely  support 
my  hypothesis.   Nor  do  I  conclude  that  the  diffusion  of 
market  values  across  organizational  lines  is  replacing  all 
moral  codes  of  social  relations.   Nor  do  I  conclude  that  a 
humanization  of  the  market  is  necessarily  underway.   As  a 
primary  societal  resource  corporations  are  being  called  upon 
to  use  their  wealth  for  social  purposes.   That  much  is  true, 
even  as  executives  stake  their  claim  to  separate  realms  of 
authority. 

The  conclusion  lies  between  the  second  and  third 
propositions.   There  are  forces  external  to  the  corporation 
that  are  exerting  influence  towards  the  humanization  of 
corporate  America.   There  is  a  new  organization  of  business 
leaders  called  Businesses  for  Social  Responsibility.   Its 
goals  are  to  educate  the  business  community  about  social 
responsibility.   It  is  led  by  several  prominent,  national 
executives,  and  there  is  some  pressure,  however  small,  in 
the  form  of  institutional  investment  portfolios  advocating 
social  responsibility. 

At  the  scime  time,  there  is  strong  resistance  by 
business  executives  who  exert  their  influence  to  maintain 
the  balance  between  business  and  the  other  sectors  of 
society.   Many  of  whom  do  not  want  to  cooperate  toward  any 
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greater  social  good  than  that  of  returning  profit.   Our 
daily  newspapers  are  full  of  the  these  stories.   The 
evolutionary  direction  of  the  corporation  will  be  shaped  by 
the  tensions  resulting  from  these  two  trajectories  of  change 
and  stability. 

I  conclude  that  there  is  an  integration  of  effort 
towards  common  goals.   Society  is  calling  upon  one  of  its 
most  important  organizational  resources,  the  business 
corporation,  to  respond  to  a  number  of  pressing  social 
issues.   In  that  sense,  American  civil  society  might  be  on 
the  verge  of  a  new  expression.   The  willingness  of  business 
leaders  to  establish  win-win  situations  supports  this. 
Corporations  claim  their  rights  to  freedom  from  government 
interference  in  their  economic  activity.   The  economic 
viability  of  the  nation  depends  on  the  economic  viability  of 
its  economic  institutions.   At  the  same  time,  society  is 
putting  claims  on  corporate  wealth  to  heal  social  ills.   But 
not  universally  so. 

This  research  was  designed  to  point  the  way  to  further 
research  and  to  uncover  appropriate  hypotheses.   The  first 
area  of  continued  research  should  involve  the  importance  of 
the  private  sector  and  private  sector  institutions ,  espe- 
cially non-profit  organizations.   Business  support  for  the 
private  sector  is  growing  and  the  importance  of  the  private 
sector  to  civil  society  remains  a  critical  area  of  study. 
In  this  situation,  the  caveat  issued  by  Hayek  echoes  in 
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meaningful  ways.   The  problem  with  business  assuming  more 
responsibility  in  society,  according  to  Hayek,  is  not  that 
business  is  an  economic  institution  and  should  maintain  that 
limited  role.   Rather,  to  increase  the  responsibility  of 
business  in  society  is  to  augment  the  power  and  influence, 
creating  an  imbalance .   I  recommend  that  this  be  studied  in 
a  community  study  of  corporate-community  relations .   How 
deleterious  to  our  socio-political  system  is  it  that 
corporations  are  assuming  more  responsibility  outside  the 
economic  sphere? 

Secondly,  the  difference  between  public  and  private 
firms  was  significant  in  the  survey.    This  difference  has 
to  be  explored.   Perhaps  public  firms  seem  to  be  more 
influenced  by  public  pressure  and  social  values  than  private 
firms.   If  this  is  so,  nationally  then  my  basic  tenet  of  the 
evolutionary  process  is  correct.   Corporations  still  are 
influenced  by  and  shaped  by  a  variety  of  environmental 
forces,  including  pressure  from  government  and  citizens' 
groups . 

I  recommend  two  separate  avenues  of  research.   First  of 
all,  I  recommend  an  in-depth  field  experience  in  one  or  two 
privately  held  corporations  and  an  equal  number  of  equiva- 
lently  sized  public  corporations.   Understanding  and  com- 
paring the  values  of  the  owners  of  these  corporations  is 
important  for  understanding  one  pole  of  the  corporate 
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equation.   The  other  pole  is  the  nature  of  the  external 
environment  that  informs  and  shapes  company  policy. 

The  second  avenue  of  research  is  to  extend  the  survey 
or  a  similar  one  to  a  larger,  representative  sample. 
National  statistics  would  provide  a  most  important  data  base 
and  resource.   How  corporate  executives  define  corporate 
social  responsibility  is  important  as  a  data  base  and  point 
of  departure  for  dialog. 

On  the  basis  of  this  research  concluded  here,  it  is  not 
enough  to  say  that  profit  maximization  motivates  corporate 
leaders  in  all  decisions.   Nor  can  I  say  that  executives 
value  social  responsibility,  therefore  they  enact  proactive 
social  policy.   There  are  other  motives.   Corporations  are 
part  of  culture.   The  array  of  forces  that  shapes  corporate 
policy,  even  in  a  free  market  economy,  cannot  be  under- 
estimated.   This  research  has  opened  up  the  frontier  and 
set  the  stage  for  broader  investigations. 


APPENDIX  A 
THE  VALDEZ  PRINCIPLES 

Introduction 

By  adopting  these  Principles,  we  publicly  affirm  our  belief 
that  corporations  have  a  responsibility  for  the  environment, 
and  must  conduct  all  aspects  of  their  business  as  respon- 
sible stewards  of  the  environment  by  operating  in  a  manner 
that  protects  the  Earth.  We  believe  that  corporations  must 
not  compromise  the  ability  of  future  generations  to  sustain 
themselves . 

We  will  update  our  practices  continually  in  light  of 
advances  in  technology  and  new  understandings  in  health  and 
environmental  science.   In  collaboration  with  CERES,  we  will 
promote  a  dynamic  process  to  ensure  that  the  Principles  are 
interpreted  in  a  way  that  accommodates  changing  technologies 
and  environmental  realities.   We  intend  to  make  consistent, 
measurable  progress  in  implementing  these  Principles  and  to 
apply  them  in  all  aspects  of  our  operations  throughout  the 
world . 

1 .  Protection  of  the  Biosphere 

We  will  reduce  and  make  continual  progress  toward  elimin- 
ating the  release  of  any  substance  that  may  cause  environ- 
mental damage  to  the  air,  water,  or  the  earth  or  its 
inhabitants.   We  will  safeguard  all  habitats  affected  by  our 
operations  and  will  protect  open  spaces  and  wilderness, 
while  preserving  biodiversity. 

2 .  Sustainable  Use  of  Natural  Resources 

We  will  make  sustainable  use  of  renewable  natural  resources 
such  as  water,  soils  and  forests.  We  will  conserve  nonre- 
newable natural  through  efficient  use  and  careful  planning. 

3.  Reduction  and  Disposal  of  Wastes 

We  will  reduce  and  where  possible  eliminate  waste  through 
source  reduction  and  recycling.   All  waste  will  be  handled 
and  disposed  of  through  safe  and  responsible  methods. 
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4 .  Energy  Conservation 

We  will  conserve  energy  and  improve  energy  efficiency  of  our 
internal  operations  and  of  the  goods  and  services  we  sell. 
We  will  make  every  effort  to  use  environmentally  safe  and 
sustainable  energy  sources . 

5 .  Risk  Reduction 

We  will  strive  to  minimize  the  environmental,  health  and 
safety  risks  to  our  employees  and  the  communities  in  which 
we  operate  through  safe  technologies,  facilities  and 
operating  procedures,  and  by  being  prepared  for  emergencies. 

6 .  Safe  Products  and  Services 

We  will  reduce  and  where  possible  eliminate  the  use, 
manufacture,  or  sale  of  products  and  services  that  cause 
environmental  damage  or  health  or  safety  hazards .  We  will 
inform  our  customers  of  the  environmental  impacts  of  our 
products  or  services  and  try  to  correct  unsafe  use. 

7 .  Environmental  Restoration 

We  will  promptly  and  responsibly  correct  conditions  we  have 
caused  that  endanger  health,  safety  or  the  environment.  To 
the  extent  feasible,  we  will  redress  injuries  we  have  cause 
to  persons  or  damage  we  caused  to  the  environment  and  will 
restor  the  environment. 

8.  Informing  the  Public 

We  will  inform  in  a  timely  manner  everyone  who  may  be 
affected  by  conditions  caused  by  our  company  that  might 
endanger  health,  safety  or  the  environment.   We  will 
regularly  seek  advice  and  counsel  through  dialogue  with 
persons  in  communities  near  our  facilities.  We  will  not  take 
any  action  against  employees  for  reporting  dangerous 
incidents  or  conditions  to  management  or  to  appropriate 
authorities . 

9 .  Management  Commitment 

We  will  implement  these  Principles  and  sustain  a  process 
that  ensures  that  the  Board  of  Directors  and  Chief  Executive 
Officer  are  fully  informed  about  pertinent  environmental 
issues  and  are  fully  responsible  for  environmental  policy. 
In  selecting  our  Board  of  Directors,  we  will  consider 
demonstrated  environmental  commitment  as  a  factor. 
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10.  Audits  and  Report.s 

We  will  conduct  an  annual  self-evaluation  or  our  progress  in 
implementing  these  Principles.   We  will  support  the  timely 
creation  of  generally  accepted  environmental  audit  proce- 
dures. We  will  annually  complete  the  CERES  Report,  which 
will  be  made  available  to  the  public. 

Disclaimer 

These  Principles  establish  an  environmental  ethic  with 
criteria  by  which  investors  and  others  can  assess  the 
environmental  performance  of  companies.  Companies  that  sign 
these  Principles  pledge  to  go  voluntarily  beyond  the 
requirements  of  the  law.  These  Principles  are  not  intended 
to  create  new  legal  liabilities,  expand  existing  rights  or 
obligations,  waive  legal  defenses,  or  otherwise  affect  the 
legal  position  or  any  signatory  company,  and  are  not 
intended  to  be  used  against  a  signatory  in  any  legal 
proceeding  for  any  purpose. 


APPENDIX  B 
BEN  AND  JERRY'S  BENEFITS  SUMMARY 

FREE  HEALTH  and  dental  coverage  to  all  full  time  employees, 
dependent  coverage  is  available  at  the  rate  of  $2.10  per 
week  for  "plus  one"  and  $4.93  per  week  for  family. 

FREE  LIFE  INSURANCE  up  to  two  times  annual  salary,  ability 
to  purchase  additional  life  insurance  to  a  max  of  five  times 
annual  salary  at  low  rates . 

FREE  SHORT  AND  LONG  TERM  DISABILITY  covering  100%  of  salary 
at  onset  to  a  minimum  coverage  of  60%  of  salary. 

PAID  FAMILY  LEAVE  OF  ABSENCE  for  maternity,  paternity, 
adopt  ion ,  bereavement . 

FLEXIBLE  SPENDING  ACCOUNT  allows  employees  to  defer  tax-free 
dollars  for  non-covered  medical/dental/eye  and  dependent 
care  expenses . 

EMPLOYEE  STOCK  PURCHASE  PLAN  with  two  sign-ups  per  year,  in 
May  and  November.   Stock  is  discounted  15%  from  lowest 
price,  either  at  beginning  or  end  of  six-month  period. 

401 (K)  RETIREMENT  FUND  allows  employees  to  defer  from  1  to 
15%  tax-free  dollars.   Opportunity  to  invest  in  four 
different  investment  funds.  Ben  and  Jerry's  matches  dollar 
for  dollar  up  to  2%  of  your  deferral.   Fully  vested  after 
2.5  years  with  Ben  and  Jerry's. 

PROFIT  SHARING  PLAN — a  percentage  of  the  profits  are  shared 
with  employees,  with  checks  being  disbursed  in  December.  The 
number  of  shares  you  receive  is  based  on  the  number  of 
months  you  have  been  a  full  or  part-time  employee. 

EDUCATIONAL  ASSISTANCE  between  30%  to  90%  tuition  aid. 

EMPLOYEE  ASSISTANCE  PLAN—Free  and  confidential  counseling. 

ADDITIONAL  BENEFITS — Wellness  programs,  career  and  financial 
counseling,  free  Fitness  Center  memberships,  product  and 
merchandise  discounts,  Credit  Union,  direct  deposits. 
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APPENDIX  C 
BEN  AND  JERRY'S  ENVIRONMENTAL  PROGRAMS 

Ben  and  Jerry's  has  a  Green  Tecun  coordinated  by  Gail 
Mayville,  the  company's  Environmental  Program  Developer.  The 
Green  Teeim  is  responsible  for  developing,  coordinating  and 
implementing  Ben  and  Jerry's  environmental  program.  The 
company's  goal  is  to  be  100%  involved  in  recycling, 
conservation,  source  reduction  and  avoiding  disposables.  The 
following  is  a  summary  of  what  Ben  and  Jerry's  is  currently 
doing  when  it  comes  to  being  an  environmentally  responsible 
business . 

Products  and  Packaging 

*  Rainforest  Crunch  ice  cream  indirectly  benefits 

rainforest  preservation. 

*  Peace  Pop  boxes  switched  from  virgin  to  recycled 

paperboard . 

*  Researching  recycled  and  recyclable  materials  for 

other  packaging. 

The  Company  Wastestream 

*  We  use  no  chemicals  in  our  waste  water  treatment 

program . 

*  Establishing  a  pilot  Solar  Aquatics  Waste  Water 

treatment  program. 

*  Recycle  our  plastic  egg  yolk  pails  (100,000  pounds  of 

pails  per  year) . 

*  Investigating  using  liquid  nitrogen  on  ice  cream 

trucks  instead  of  freon  (a  noted  greenhouse  gas). 

*  Use  biodegradable  cleaning  products  for  maintenance. 

*  HDPE  water  and  flavor  jugs  are  recycled. 

*  Bale  and  recycle  our  corrugated  cardboard. 

*  Company  owned  scoop  shops  recycle  ingredient 

containers . 

*  Switching  from  bleached  to  recycled  napkins  and  bags 

in  scoop  shops. 

*  Recycle  white  office  ledger,  mixed  color  and  bonded 

paper,  magazines,  newspapers. 

*  Company  stationery  is  unbleached,  100%  recycled. 

*  All  copier,  computer  and  laser  printer  paper  is 

unbleached,  100%  recycled. 

*  We  double-side  copies. 

*  Laser  printer  toner  cartridges  are  recycled. 
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*  Printer  ribbons  are  re-inked. 

*  Promotional  posters,  brochures,  annual  reports  and 

book  covers  are  on  recycled  paper. 

*  Our  office  pens  are  refillable. 

*  Art  Department  stat  chemicals  recycled. 

*  Encourage  using  reusable  dishes  and  flatware  in  the 

lunchroom. 

*  Switching  from  paper  to  continuous  roll  cloth  towels. 

*  Production  uniforms  are  delivered  without  plastic. 

*  We  recycle  our  Christmas  cards. 

Energy  Conservation 

*  We're  doing  an  energy  audit  on  our  Waterbury  and 

Springfield  plants . 
♦Investing  in  an  energy  conservation  program  at  the 

Waterbury,  VT  plant  with  potential  annual  savings 
of  $250,000  per  year. 

*  Establishing  an  energy  conservation  program  at 

Springfield  plant. 

*  Improving  our  lighting  for  energy  savings. 

*  Installed  numerous  control  devices  on  plant 

machinery/utilities  for  energy  conservation. 

*  Working  on  co-generation  project  to  increase  energy 

efficiency. 

*  Working  on  converting  our  mobile  ice  cream  sampling 

trucks  to  photovoltaic  powered  refrigeration  (one 
unit  already  on  the  road) . 

*  Funded  a  solar  energy  demonstration  vehicle. 

*  Advocate  and  promote  employee  car  pools. 

Community  Outreach 

*  Sponsor  and  support  Vermont's  Merry  Mulching  program 

(Christmas  trees). 

*  Participate  in  a  paint  drop  and  swap  program  (reusing 

paints  and  solvents ) . 

*  Participate  in  Vermont's  Green-up  day  (an  annual 

ecological  event) . 

*  Distribute  Employee  Community  Fund  grants  to 

environmental  efforts. 

*  B&J's  "Green  Flea  Market"  proceeds  go  to 

Environmental  Federation  of  America. 

*  Establish  community  gardens  through  Springfield 

plant. 

*  Investigating  a  composting  program  through 

Springfield  plant. 


APPENDIX  D 
BEN  AND  JERRY'S  JOY  GANG 

Created  by  Ben  and  Jerry's  co-founder  Jerry  Greenfield,  the 
Joy  Gang  firs  met  in  May,  1988  with  a  simple  goal:  to 
increase  joy  in  the  workplace  by  returning  to  the  spirit  of 
the  early  days  of  Ben  and  Jerry's  when  a  then  smaller  group 
of  employees  were  able  to  share  a  common  experience. 
Stemming  from  Jerry's  philosophy  of  "if  it's  not  fun,  why  do 
it?",  the  Joy  Gang  has  grown  into  an  integral  part  of  the 
Ben  and  Jerry's  workplace  and  has  enjoyed  notoriety  in  USA 
Weekend,  INC  Magazine,  and  The  Today  Show. 

Here's  a  list  of  just  a  few  of  the  events,  contests,  and 
things  the  Joy  Gang  has  introduced  to  the  Ben  and  Jerry's 
workplace : 

Name  That  Face  Contest:  Employees  brought  in  photos  of 
themselves  for  their  past  which  were  displayed  in  a  collage 
on  the  company  bulletin  board  for  other  employees  to  guess 
who  was  who. 

Ping  Pong  Contest. 

Breakfasts  for  Second  and  Third  Shifts. 

Barry  Manilow  Day:  In  celebration  of  Barry  Manilow's 
birthday  (an  otherwise  uneventful  day),  Manilow  tunes  were 
played  in  the  lunchroom  and  occasionally  over  the  paging 
system.  Manilow  buttons  were  distributed,  posters  were  hung, 
and  we  voted  on  our  favorite  Manilow  tune. 

Valentine's  Day  Flowers:  For  $1  a  flower,  the  Joy  Gang 
distributes  carnations  to  employees  from  other  employees  who 
want  to  send  Valentines  Day  messages  to  one  another.  Profits 
from  the  sale  of  the  flowers  go  to  the  American  Heart 
Association. 

Midnight  D.J.  and  Spaghetti  Fest:  To  show  appreciation  for 
the  late  night  production  shifts,  Joy  cooked  a  Garf ield-size 
spaghetti  dinner  for  them  and  brought  in  a  D.J.  to  spin 
request  tunes  all  night.  Wacky  prizes,  like  cans  of  SPAM 
were  awarded  at  random  intervals,  too. 

Elvis  Presley  Day:  An  event  complete  with  an  Elvis  look- 
alike  contest,  an  Elvis  impersonator  who  serenaded  the 
employees,  an  Elvis  trivia  contest,  and  Elvis  movie  classics 
running  on  the  VCR  in  the  lunchroom. 
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APPENDIX  E 
HABIB  TECHNOLOGIES,  INC. 
MISSION  STATEMENT 


Our  Mission  is  to  strengthen  our  position  as  the  dominant 
world  leader  in  the  design,  production,  marketing,  sales  and 
servicing  of  electronic  loss  prevention  systems  for  the 
retail  industry.  It  is  also  our  goal  to  become  a  leading 
worldwide  provider  of  electronic  loss  prevention  and  asset 
management  systems  for  the  commercial  marketplace  and  a 
significant  supplier  of  electronic  loss  prevention  systems 
to  government  agencies.  Our  mission  will  be  achieved  by 
providing  superior  customer  service  and  unique,  high  quality 
products  which  will  enhance  customer  productivity  and 
profitability.   Our  products  will  be  designed  and 
manufactured  at  the  lowest  cost,  consistent  with  our 
customers '  needs  and  requirements . 

We  will  accomplish  this  mission  while  attaining  superior 
profitability  which  will  fund  our  continued  rapid  growth. 

We  are  committed  to  maintain  the  Habib  culture  of  dedicated, 
spirited  and  ethical  performance  while  fulfilling  our 
responsibilities  to: 

*  Serve  our  customers  well,  driven  by  the  need  to 
stay  close  to,  anticipate,  listen,  and  respond  to 
their  changing  requirements. 

*  Serve  our  shareholders  by  preserving  and  building 
the  value  of  the  shareholders'  investment. 

*  Serve  our  employees  by  creating  an  environment 
where  they  can  contribute,  learn,  grow,  and 
advance  based  on  merit. 

*  Serve  the  business,  social,  and  cultural  needs  of 
the  communities  in  which  we  operate . 
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APPENDIX  F 

HABIB  TECHNOLOGIES,  INC. 

CULTURAL  ASPIRATIONS  STATEMENT 

We  all  want  a  company  that  our  people  are  proud  of  and 
committed  to;  where  all  employees  have  an  opportunity  to 
contribute,  learn,  grow  and  advance  based  on  merit.  Our 
people  will  feel  respected,  listened  to  and  involved.  Above 
all,  we  want  satisfaction  from  our  accomplishments  and  the 
ability  to  further  develop  friendships  in  both  our  personal 
and  professional  lives.   Clearly  we  must  enjoy  what  we  are 
doing. 

When  we  describe  the  kind  of  Habib  corporation  we  want  in 
the  future,  what  we  are  focusing  on  maintaining  is  the 
foundation  we  have  inherited  while  affirming  the  best  of  our 
company's  traditions,  closing  gaps  that  may  exist  between 
principles  and  practices,  and  updating  some  of  our  values  to 
reflect  contemporary  circumstances. 

What  do  we  need  to  make  our  aspirations  a  reality? 

New  Behaviors;  We  will  have  an  operational  style  that 
exemplifies  directness,  openness  to  influence,  commitment  to 
the  success  of  others,  willingness  to  acknowledge  our  own 
contributions  to  problems,  persona  accountability,  teamwork 
and  trust.  Not  only  must  we  model  these  behaviors,  but  we 
must  coach  others  to  adopt  them. 

Diversity;  Our  operating  style  will  value  a  diverse  work 
force  (age,  sex,  ethnic  group,  etc.)  at  all  levels  of  the 
organization  with  diversity  in  perspectives  committed  to 
taking  full  advantage  of  the  rich  backgrounds  and  eibilities 
of  all  our  people  and  to  promoting  a  greater  diversity  in 
positions  of  influence. 

Recognition;  The  operating  style  we  will  pursue  will  provide 
greater  recognition  for  success.   Recognition  must  be  given 
to  all  who  contribute;  those  who  crate;  innovate;  and  also 
those  who  continually  support  the  day-to-day  business 
requirements . 

Ethical  Management  Practices :  We  will  maintain  an 
operational  style  that  epitomizes  the  stated  standards  of 
ethical  behavior.  We  must  provide  clarity  about  our 
expectations  and  must  enforce  these  standards  throughout  the 
corporation. 
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Communications ;  We  will  foster  an  operational  style  that  is 
clear  about  company,  unit,  individual  goals  and  performance, 
People  must  know  what  is  expected  of  them  and  receive 
timely,  honest  feedback  on  their  performance  and  career 
aspirations . 


APPENDIX  G 
HABIB  TECHNOLOGIES,  INC. 
MEDICAL  BENEFITS 

Eligibility  :  Full-time  employees  and  their  spouse  and 
dependent  children,  after  three  months  of  employment.  (Same 
for  all  plans. ) 


PPO 

EPO 

USE 

DON'T 
USE 

Lifetime 

Benefit 

Maximum 

$1,000,000 
Same  for  all 
plans 

Annual 
Deductibles: 
Individual 
Fcimily 

None 
None 

$250 
$750 

None 
None 

Hospital 
Deductible 

None 

$100 

None 

Co-Insurance 

90% 

75% 

$5  co-pay 

Out-of-pocket 
( annual 
maximum) 
Individual 
Fcimily 

$2,000 
$3,000 

$2,000 
$3,000 

None 
None 

Out-Patient 
Surgery 

90% 

75% 

$5  co-pay     | 

Inpatient 
Surgery 

90% 

75% 

$5  co-pay 

Second/Third 
Opinions 

$20  co-pay 

75% 

$5  co-pay 

Pre-admission 
Testing 

100% 

75% 

$5  co-pay 

Hospital: 
Emergency 
Room 

$20  co-pay 
90% 

75% 

75% 

$30  co-pay 
None 

Prescriptions 

80% 

80% 

$5  co-pay 
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Child  Health 
Act  Coverage 

90% 

75% 

$5  co-pay 

Office  Visits 

$20  co-pay 

75% 

$5  co-pay 

Mental  and 
Nervous : 
In  patient 
Out  patient 

Life  time  max 

$5,000  yr. 
$20  co-pay  to 
$5,000  yr 
$25,000 

$5,000  yr. 
75%  up  to 
$5,000  yr. 
$25,000 

21  days/yr. 
$20  up  to  20 
vis its /yr.  up 
to  $400/yr. 
No  maximum 

Pre- 
certification 
Review 

Required  for 
all  plans 

Required  for 
all  plans 

Required  for 
all  plans 

Second 
Surgical: 
Benefit 
Reduction 

Required  for 
listed 
surgery 
50% 

Required  for 
listed 
surgery 
50% 

See  EPO 
schedule 

Physicals 

$20  co-pay 

None 

$5  co-pay 

APPENDIX  H 
SURVEY  INSTRUMENT 


CORPORATE  SOCIAL  BESPONSIBfUTY 
A  Survey  of  Corporate  CEOs  in  Rorkia 


As  you  know,  U.S.  business  is  under  increasing  pressure  to  increase  productivity 
and  competitiveness  in  the  global  marketplace.  At  the  same  time,  the  business 
community  is  also  being  asked  to  play  a  larger  and  more  visible  role  in  social  and 
charitable  concerns.  For  many  firms,  the  emphasis  on  "corporate  social 
responsibility"  is  a  continuing  part  of  overall  missions  and  operations,  while  for 
others  the  emphasis  may  represent  a  relatively  new  thrust. 

This  survey  is  part  of  a  unique  research  project  sponsored  by  the  Council  of  100. 
The  goal  of  the  project  is  to  identify  the  primary  perspectives  and  practices  of 
industry  leaders  with  respect  to  the  role  business  and  industry  can  and  does  play 
in  larger  social  concerns,  such  as  charitable  institutions,  environmental 
preservation,  education,  and  others.  To  date,  the  research  project  has  focused 
on  interviews  with  20  CEOs  and  senior  executives  nationally  and  in  Florida.  This 
survey  questionnaire  seeks  to  accomplish  the  following: 


►  Identify  areas  of  agreement  and  disagreement  with  respect  to 
corporate  social  responsibility  roles; 

►  Identify  costs  and  benefits  to  the  corporation  of  social  responsibility 
activities;  and 

>•  Develop  a  picture  of  Florida  business  approaches  to  corporate  social 
responsibility  for  subsequent  comparison  to  national  industry  trends. 


The  survey  questionnaire  is  divided  into  four  parts.  PART  I  asks  for  general 
information  about  your  firm  for  comparative  purposes  only.  Please  answer  as 
completely  as  possible.  ALL  NAMES  OF  COMPANIES  AND  RESPONDENTS 
WILL  BE  HELD  IN  STRICTEST  CONFIDENCE.  Subsequent  parts  of  the  survey 
cover  various  aspects  of  what  has  come  to  be  called  corporate  social 
responsibility,  including  how  you  and  your  firm  interpret  the  concept  and  its 
implementation  both  inside  the  firm  and  in  the  outside  community. 

Please  take  a  few  minutes  to  complete  the  questionnaire  and  return  it  to  the 
Council  Office  no  later  than  AUGUST  26.  We  have  included  a  self-addressed, 
stamped  envelope  for  your  convenience.  If  you  have  any  questions  regarding  the 
contents  or  confidentiality  of  the  survey,  please  feel  free  to  contact  Mr.  Chip 
Collins  at  (81 3)  289-9200  or  Mr.  Tom  Vetica  at  (904)  375-6471 . 

Thank  you  for  providing  your  insights  and  perspectives  on  the  project.  We  will 
share  the  general  findings  with  you  as  they  become  available. 
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PART  I.  COMPANY  AND  CEO  PROFILE 


1.  COMPANY  NAME     

NAME  OF  RESPONDENT: 
TITLE: 


2.  The  company  is:  Q  publicly  held  Q  privately  held 

3.  How  many  employees  in  Florida  does  your  company  have? 

1-100 

101  -     500 

501-1 ,000 

1,001-2,500 

more  than  2,500 

4.  Which  of  the  following  best  describes  your  company's  PRIMARY  activity? 

Utility 

Banking  /  Financial  Services 

Retail  Sales 

Manufacturing 

Real  Estate  /  Development 

Tourism  /  Entertainment  /  Recreation 

insurance 

Health  Care 

Agriculture  /  Citrus 

Communications  /  Mass  Media 

Other  {Please  Specify)   


5.  What  were  the  company's  average  annual  revenues  for  the  last  three  years,  1989  - 1991? 

less  than  $1  million 

$1  million  to  $25  million 

$25  million  to  $50  million 

$50  million  to  $1 00  million 

more  than  $1 00  million 

6.  How  long  have  you  held  your  current  position? . 

7.  How  long  have  you  been  with  the  company?    

8.  To  fill  your  current  position,  were  you: 

G  hired  from  outside  the  company  G  pronfxjted  from  within  the  company 

9.  What  is  the  highest  level  of  education  you  have  attained? 

High  School  Diploma 

Bachelor's  degree 

Master's  degree 

Doctorate  degree 

1 0.  What  is  your  age? 


313 

1 1 .  Many  company  CEOs  have  stated  that  significant  life  events  contributed  to  the  formation  of  their 
values  and  the  way  they  exercise  their  responsibilities  as  business  leaders.  Examples  of  such  events 
are  listed  below.  Please  check  all  of  the  following  that  played  a  role  in  shaping  vour  values  or 
perceptions  of  responsibilities. 

Raised  in  a  family  with  strong  familial  ties  and  values 

Raised  in  a  poor  family 

Death  of  a  loved  one 

A  temporary  need  to  rely  on  non-profit  organizations  for  help 

Illness  in  the  family 

Family  suffered  difficult  economic  times 

Peace  Corps  experience  or  travel  in  the  Third  Worid  that  caused  you  to  question  your  life  and 

values 

Strong  religious  background 

Raised  with  a  strong  sense  of  neighborliness 

Strong  business  tradition  in  the  family 

Other  (please  specify) 


PART  II.  ELEMENTS  OF  CORPORATE  SOCIAL  RESPONSIBILITY 

"Corporate  Social  Responsibility"  is  variously  defined.  Below  is  a  list  of  elements  associated  with  social 
responsibility.  Please  rank  each  of  the  following  in  order  of  importance  according  to  YOUR  OWN 
DEFINITION  of  the  social  responsibility  of  business. 

Most  Least 

Important  Important 

*  Giving  to  charity 

*  Advancement  of  women  and  minorities  in  the  conrpany 

*  Compliance  with  regulatory  statutes 

*  Profitability  and  profit  maximization 

*  Community  outreach 

*  No  military  /  defense  contracts 

*  Contracting  to  minority  owned  firms 

*  Providing  jobs 

*  Public  disctosure  of  social  audits 

*  No  animal  testing 

*  Return  to  shareholders 

*  Employee  volunteerism  and  community  service 

*  Cooperation  with  United  States'  and  United  Nations'  economic 
sanctions  against  particular  nations,  such  as,  Iraq,  South  Africa,  etc. 

*  Reduction  of  air,  water,  and  soil  contamination 

*  Product  /  service  quality 

*  Management's  service  on  boards  of  non-profit  organizations 

*  Observance  of  sound  ethical  standards 

*  Recycling,  waste  reduction,  and  energy  conservation 

*  Fair  wages  and  benefits  package 
"*  Cap  on  executive  compensation 

*  Support  of  the  arts 

*  Commitment  to  education 

*  Other  (please  specif /) 


5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 

5  4  3  2 
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PART  III.  THE  COMPANY'S  INTERNAL  CODES  AND  ACTIVITIES 

1 .  Does  your  company  have  a  formal,  written  code  of  ethics?                  G  YES            G  NO 
WHY  OR  WHY  NOT? 


If  there  is  NO  code  of  ethics,  please  proceed  to  question  number  6. 

2.  Is  the  code  distributed  to  all  employees? 

3.  Does  the  code  contain  explicit  compliance  procedures? 

4.  Has  disciplinary  action  ever  been  taken  for  violations  of  the  code? 

5.  In  your  opinion,  is  the  code  effective? 

PLEASE  EXPLAIN  WHY  OR  WHY  NOT 


□  YES 

□  NO 

□  YES 

G  NO 

□  YES 

□  NO 

□  yes 

G  NO 

6.  Does  your  company  have  an  Ethics  Committee?  G  YES  G  NO 

If  NO  please  go  directly  to  question  number  9. 

7.  If  YES,  is  the  Ethics  Committee: 

A  Committee  of  the  Board  of  Directors 

A  Committee  of  Officers  of  the  Company 

A  Committee  of  the  Legal  Department 

Other  (please  specify) 


8.  The  responsibilities  of  corporate  ethics  committees  are  variously  delineated.  Below  is  a  list  of  policy 
subject  matter.  Please  mark  each  issue  (there  may  be  nwre  than  one)  that  falls  within  the  purview  of 
your  company's  ethics  committee  charter. 

Ethical  concems  in  intemational  business  affairs 

Worker  safety 

Environmental  issues 

Social  responsibility 

Fair  employment 

Recruiting  activity 

Individual  rights 

Human  resources 

Audits 

Status  of  pending  litigation 

Reports  of  policy  violations 

Adequacy  of  financial  information 

Oversight  for  company's  ethics  training  program 

Updates  and  revisions  of  company  ethics  code 

Periodic  review  of  ethics  committee  charter 

Oversight  of  compliance  procedures  for  the  code  of  ethics 

Oversight  of  regulatory  compliance 

Oversight  of  political  action. 

Other  (please  specify) 
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9.  Does  your  company  have  an  ethics  officer?  G  YES  G  NO 

If  NO,  please  go  to  question  number  13 . 

10.  If  YES,  how  long  has  the  company  had  an  ethics  officer? 

1 1 .  Does  the  ethics  officer  have  a  separate  budget?  □  YES  G  NO 

2.  Does  the  ethics  officer  have  a  separate  office?  G  YES  G  NO 

If  YES,  where  is  it  located  (H.R.,  EEO,  Legal,  etc.)   


13.  If  there  is  no  ethics  officer,  have  you  made  a  decision  to  establish  such  a  position? 

G  YES                        G  NO 
PLEASE  EXPLAIN  WHY  OR  WHY  NOT   


14.  Does  your  company  have  an  ethics  training  program?  G  YES  G  NO 

15.  If  there  is  an  ethics  training  program  who  initiated  it,  you  or  your  predecessor? 


1 6  If  there  is  NO  ethics  training  program,  have  you  made  a  decision  to  establish  one?  G  YES     G  NO 
PLEASE  EXPLAIN  WHY  OR  WHY  NOT  


17.  Does  your  conrpany  have  an  Employee  Assistance  Program?  G  YES  G  NO 

18.  If  YES,  how  long  has  the  company  had  the  program? 

five  years  or  less 

more  than  five  years 

19.  /^A/O,  have  you  made  a  decision  to  establish  an  Employee  Assistance  Program?  GyeS        G  NO 

PLEASE  EXPLAIN  WHY  OR  WHY  NOT 


If  you  DO  NOT  have  an  Employee  Assistance  Program,  please  proceed  directly  to  PART  IV. 
if  you  DO  have  an  Employee  Assistance  Program,  please  answer  the  following  questions. 
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20.  Please  circle  the  number  that  reflects  your  opinion  about  each  of  the  following  statements. 

Strongly  Strongly 

AgroB  Disagree 

The  Employee  Assistance  Program  t»oosts  employee  loyalty  and  dedication         5     4     3     2     1 
to  the  company. 

The  Employee  Assistance  Program  has  had  measurable  impact  on  productivity.   5     4     3     2     1 

The  Employee  Assistance  Program  is  a  cost-effective  means  of  reducing 

absenteeism  and  increasing  productivity.  5     4     3     2      1 

The  primary  value  of  the  Employee  Assistance  Program  to  the  company  is  that 

it  is  a  cost-effective  means  to  increase  productivity,  loyalty,  and  dedication.  5     4     3     2     1 

My  company  would  retain  the  Employee  Assistance  Program  regardless  of 

its  cost-effectiveness.  5     4     3     2      1 


PART  IV.  ROLE  OF  THE  COMPANY  IN  THE  COMMUNITY 

Each  of  the  following  statements  pertains  to  perceptions  of  company  involvement  in  community 
activity.  Please  indicate  how  strongly  you  agree  or  disagree  with  each  of  the  following  statements. 

Strongly  Strongly 

Agree  Disagree 

1 .  Business  needs  to  become  nrxire  involved  in  society.  5     4     3     2     1 

2.  A  business  leader's  participation  on  boards  of  civic  and  non-profit 

organizations  leads  to  more  successful  community  growth.  5     4     3     2      1 

3.  Monetary  contributions  and  commitments  of  time  and  assets  in  community 
service  are  important  because  they  ultimately  come  back  to  the  company 

in  either  enhanced  profits  or  enhanced  image  in  the  community.  5     4    3     2     1 

4.  Monetary  contributions  and  commitments  of  time  and  assets  in  community 
service  are  important  because  they  are  needed  by  the  organizations  and  the 

people  they  serve,  regardless  of  returns  to  the  company.  5     4     3     2     1 

5.  A  positive  community  image  sometimes  helps  in  recruiting.  5     4     3     2     1 

6.  Society  has  a  right  to  require  that  business  assume  responsibility 

for  solving  social  problems  and  curing  social  ills.  5     4     3     2     1 


THE  FOLLOWING  QUESTIONS  PERTAIN  TO  YOUR  COMPANY'S  POLICIES  AND  PERFORMANCE 

IN  COMMUNITY  OUTREACH. 

7.  Does  your  company  have  a  charitable  foundation?  G  YES  Q  NO 

8.  What  percentage  of  the  company's  pre-tax  income  is  dedicated  to  charitable  giving? 

less  than  1%  2. 6%  to  5% 

1  %  to  1 .5%  5.1  %  to  7% 

1 .6%  to  2.5%  more  than  7% 
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9.  How  does  this  compare  to  the  normal  level  of  giving  in  your  industry? 

less  than  the  norm 

consistent  with  the  norm 

more  than  the  norni 

doni know 

1 0.  Does  your  company  match  emptoyees'  charitable  contributions? 

1 1 .  Are  your  managers  encouraged  to  be  active  in  their  communities? 

12.  Are  your  managers  rewarded  for  community  service? 

IF  YES,  HOW  ARE  THEY  REWARDED? 


□  yes 

□  no 

□  yes 

□  no 

□  yes 

□  NO 

13.  Is  community  involvement  an  item  in  the  performance  evaluations 

of  managers?  □  YES  □  NO 

14.  Are  enployees  permitted  to  take  part  in  community  service  on 

company  time?  □  YES  □  NO 

15.  Are  employees  rewarded  for  community  servfce?  QyES  □  NO 

IF  YES.  HOW  ARE  THEY  REWARDED? 


PART  V.  FINAL  COMMENTS 

Please  feel  free  to  express  any  concems  or  comments  you  have  about  the  issue  of  corporate  social 
responsibility.  Use  the  back  of  the  page  for  additional  writing  space. 


Do  you  wish  to  receive  an  executive  summary  of  this  survey?  □  YES  □  NO 

Thank  you  for  taking  the  time  to  participate  In  this  project.  If  you  have  any  questions, 
please  contact  Mr.  Chip  Collins  at  the  Council  of  100  office  (813)  289-9200  or  Mr.  Tom  Vetica  at 
(904)  375-6471. 


APPENDIX  I 

WRITTEN  COMMENTS  ON 

REWARDS  FOR  COMMUNITY  SERVICE 


REWARDS  FOR  COMMUNITY  SERVICE 


MANAGERS 

EMPLOYEES 

Recognition, 
promotion,  cash 

Recognition           | 

Recognition,  enhanced 
promotion  potential 

Recognition,  enhanced 
promotion  potential 

Into  pay  and  bonus 
structure 

Recognition          1 

Recognition,  factor 
in  promotion 

Recognition,  and 

evaluation 

performance 

Job  performance 
reviews 

Previous  company 
awarded 

contributions  to 
charity  of  choice 

Recognition, 
promotability 

Recognition, 
promotability 

Acknowledged 

Appraisal  time/pay 
plus  on  promotion 

Appraisal  time/pay 
plus  on  promotion 
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They  are  able  to 
attract  more  business 
by  the  contacts  and 
therefore  make  more 
money 

Improved  performance 
evaluations 

Recognition  in  front 
of  other  employees 

Recognition  in  front 
of  other  employees 

Its  part  of  their 
employment 

Part  of  employment 

Promotion 

Promotion 

Part  of  performance 
review 

Compensation,         | 
promotion            | 

A  bonus  criterion 

Company  supports 
their  service 

Promotion ,  bonus , 
recognition 

Promotion ,  bonus , 
recognition 

Evaluation 

Evaluation            | 

We  expect  our 
managers  to  be  role 
models  and  thus 
expand  their  growth 
possibilities 

Employees  are 
recognized  and 
receive  rewards 

Recognition  at 
corporate  functions 

. 

Held  up  as  good 
examples  in  general 
meetings.  Publicly 
praised  in  large 
organization 

Several  intangible 
recognition  programs 

Several  intangible 
recognition  programs 

Indirectly.  Part  of 
their  overall  review 

Indirectly.  Part  of 
their  overall  review 

Company  will 
reimburse  expenses 
resulting  from 
company-sponsored 
memberships 

Yes,  our  "VIP" 
program  rewards       | 
dollars  for  hours 
volunteered 
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Is  generally  part  of 
their  job 
responsibilities 

Recognition,  public 
praise 

Recognition,  public 
praise 

Recognition, 
compensation 

Recognition,          1 
compensation 

Subjective  addition 
to  evaluation 

Subjective  addition 
to  evaluation 

By  their  ovm  self- 
esteem 

By  their  own  self- 
esteem 

We  give  them  whatever 
they  need  to 
participate  and  cover 
all  expenses 

We  give  them  whatever 
they  need  to 
participate  and  cover 
all  expenses 

With  monetary  gifts 
which  match  the  hours 
of  service  they 
volunteer 

With  monetary  gifts 
which  match  the  hours 
of  service  they       1 
volunteer            f 

Recognition 

Recognition 

On  evaluations 

On  evaluations 
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